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DECLARATION OF TIMOTHY DANKS 

 

I, Timothy Danks, hereby declare, affirm, and state the following: 

I.  Introduction 

1. I am Vice President, Risk Management and Partner Relations of Huawei Technologies 

USA, Inc. (“Huawei Technologies USA”). I have served in this role since May 2019. As 

Vice President, Risk Management and Partner Relations, I am responsible for managing 

cybersecurity and privacy risks for Huawei Technologies USA, by leveraging my cyberse-

curity, privacy and risk expertise to inform local business operations policy and processes. 

I am over the age of 18 and am competent to make this declaration. All statements set out 

in this declaration are based on my direct personal knowledge. 

2. I make this declaration in support of comments submitted by Huawei Technologies Co., 

Ltd. (“Huawei”) and Huawei Technologies USA in response to a Report and Order (“Or-

der”) released by the Federal Communications Commission (“FCC”), In the Matter of 

Huawei Designation, FCC 19-121, PS Docket No. 19-351 on November 26, 2019. In this 

Order, the FCC initially designated Huawei, along with its parents, affiliates, and subsidi-

aries, as a covered company whose services and equipment from universal service support.1  

3. In this declaration, I will discuss Huawei Technologies USA’s approach to managing cy-

bersecurity risks and data handling and ensuring the integrity of its customers’ networks. 

Specifically, I will discuss: 

                                                           
1 The FCC promulgated a rule prohibiting the use of universal service support funds to purchase or 

obtain any equipment or services produced or provided by a covered company. In the Matter of Protecting 
Against National Security Threats to the Communications Supply Chain Through FCC Programs, WC 
Docket 18-89 (rel. Nov. 26, 2019). 
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A. Huawei Technologies USA’s policy on managing customer data, which includes 

strict limitations on what type of data can be accessed, requirements for customer 

approval, and guidelines for data retention. 

B. Huawei Technologies USA’s Secure Network Access Solution (“SNAS”), which 

permits Huawei Technologies USA to provide remote technical assistance to its 

customers with their consent and subject to strict conditions, while ensuring that 

their networks remain isolated from outside entities, including the corporate net-

work(s) of Huawei Technologies USA and its affiliates. 

C. Huawei Technologies USA’s approach towards ensuring compliance with its cy-

bersecurity policies by all employees, assignees, and contractors that work as rep-

resentatives of Huawei Technologies USA. 

II. Background and Qualifications 

4. I am a lawful permanent resident of the United States. 

5. I have called the United States home for almost twenty years, raised a family here and 

would never take any action that would betray the United States or compromise my status 

and eventual citizenship here. Nor has Huawei ever asked me to take any action to do so. 

6. I have over thirty years of experience in the telecommunications industry. I have been em-

ployed by Huawei Technologies USA since December 2009. My current role with Huawei 

Technologies USA is Vice President, Risk Management and Partner Relations. 

7. I attach my curriculum vitae, including my qualifications, to this declaration as Exhibit 1. 

8. The following is a summary of my background: 
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A. In my capacity as Vice President of Risk Management and Partner Relations, I 

manage cybersecurity and privacy risks for Huawei Technologies USA, by lever-

aging my cybersecurity, privacy and risk expertise to inform local business opera-

tions policy and processes.  

B. I previously served as Global Cybersecurity Lead and Director of Operations for 

Cybersecurity Compliance at Huawei Device USA. In this capacity, my responsi-

bilities included, among other tasks: identifying and mitigating cybersecurity and 

privacy risk challenges within the consumer business group; improving cybersecu-

rity and privacy policies, operations and incident response mechanisms; operation-

alizing the NIST cybersecurity framework, including through establishing risk 

assessment methodology; and ensuring compliance on security related data protec-

tions. This work was primarily in support of the Huawei’s European markets con-

sumer cloud services with respect to GDPR implementation. 

C. Prior to this, I held the position of VP, Professional Services with responsibility for 

the services organization activities relating to the Installation, Configuration and 

Integration of Huawei products towards our customers primarily in the US market.  

D. Prior to joining Huawei Technologies USA, I held various executive positions at 

Ericsson AB and Ericsson Inc. (“Ericsson”) for over 18 years. Before Ericsson, I 

served in various network operations and engineering positions at Rogers Commu-

nications in Toronto, Canada. 

E. I am a certified privacy professional holding an active CIPP/E credential. 

F. I attended the Radio College of Canada, graduating in 1988 with a Certified Engi-

neering Technologist (C.E.T.) degree.  
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III. Huawei Technologies USA Products and Services 

9. Huawei Technologies USA supplies equipment for telecommunications networks to carrier 

and enterprise customers in the United States.  

10. Huawei Technologies USA does not operate or manage any telecommunications net-

works. 

11. Huawei Technologies USA’s customers purchase and own the equipment sold by Huawei 

Technologies USA; operate such equipment and manage their networks without assistance 

from Huawei Technologies USA unless assistance with discrete tasks, as detailed herein, 

is expressly requested; and hold exclusive control over all aspects of their physical assets 

and security of their networks, including access to their networks, data, and systems. 

Huawei Technologies USA does not perform any services for its customers unless specif-

ically contracted to do so. 

12. Huawei Technologies USA’s customers control all collection of, access to, and security of, 

their end users’ data.  

13. Huawei Technologies USA customers perform daily operation and maintenance of carrier 

networks themselves except if, in their exclusive discretion, they determine to contract with 

third parties to assist with specific tasks.  

IV. Huawei Technologies USA’s Secure Network Access Solution  

14. In recognition of the increased scrutiny on Chinese-based telecommunications equipment 

vendors and other Chinese companies, Huawei Technologies USA developed the Secure 

Network Access Solution (“SNAS”) to enable the provision of important support services 

to its customers while ensuring that its approach to customer network and data security is 
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beyond reproach. The SNAS logs and records every transaction made by Huawei Technol-

ogies USA’s engineer(s) in order to create a fully auditable record of every interaction with 

the customer’s network. 

15. The SNAS was designed around the following principles: 

A. Customer networks should not be exposed to proprietary Huawei Technologies 

USA software or corporate information technology tools.  

B. Huawei Technologies USA should maintain a safe and secure method to access 

customer networks according to customers’ policies and security requirements. 

C. Huawei Technologies USA’s policy is to have it and its customers log and monitor 

all transactions to create a fully auditable record of Huawei Technologies USA’s 

access to a customer network.  

D. All Huawei Technologies USA personnel working on customers’ networks will 

utilize a dedicated laptop that is not manufactured by Huawei or Huawei Technol-

ogies USA, and that does not include Huawei or Huawei Technologies USA soft-

ware (i.e., standard commercial off-the-shelf laptops without proprietary Huawei 

or Huawei Technologies USA security, firewalls and other such software). 

E. Access to customer networks by Huawei Technologies USA occurs only in an en-

closed ecosystem in order to reduce physical security risk to customer networks 

and Huawei Technologies USA’s network. 

16. As described further in Section VI, below, Huawei Technologies USA does not access any 

customer network without prior written consent from the customer. Huawei Technologies 

USA only accesses customers’ networks exclusively at the customers’ requests, and only 
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with advance written approval from customers. All customers’ requests for Huawei Tech-

nologies USA to access customers’ networks must be stored pursuant to Huawei Technol-

ogies USA document retention policies.  

17. Huawei Technologies USA only accesses and/or collects specific information necessary 

for the provision of contracted services (“diagnostic data”), and only via the SNAS. 

A. Diagnostic data does not include sensitive or end-user or personal information and 

instead is limited to operational and transactional data such as hardware/software 

status, alarms, system diagnostics, system statistics, configuration data, etc.  

B. Authorization for access of diagnostic data or entry to the customer network via 

SNAS is on a per-project or per-trouble ticket basis and customers must grant net-

work access to each Huawei Technologies USA engineer in advance.  

C. Customers may revoke or otherwise block Huawei Technologies USA’s access to 

their networks at any time they choose. 

18. Huawei Technologies USA does not have any access to personally identifiable end user 

information (“end user PII”) in any way. Huawei Technologies USA’s customers maintain 

end user PII on separate systems segregated and isolated from any aspect of their networks 

that Huawei Technologies USA could potentially access. Huawei Technologies USA does 

not have access to, and does not ever request access to, systems containing end user PII.  

Huawei Technologies USA does not have any access to the content of calls nor other end-

user communications. 

19. In rare circumstances, Huawei Technologies USA may need and request access to network 

data pertaining to end users (“end user network data”) but such data is not end user PII. For 

example, in some limited cases, Huawei Technologies USA may need to access charging 
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data records that provide technical details about call processing in the carrier’s network. 

End user network data never contains any content-related information such as call detail 

information, application or browsing data content transmitted or associated with end users, 

or the contents of any text message, voice communications, or other end-user communica-

tion.  

20. Circumstances where carriers may request that Huawei Technologies USA access end user 

network data may include: 

A. Commissioning and testing new features or functions, or performing pre/post ser-

vice checks for maintenance, rectifications, patches, and upgrades. These typically 

occur no more than once or twice a year for newer products, and even less fre-

quently for mature products. 

B. Replacing or swapping another vendor’s equipment, which would occur at most 

once in the lifetime of a network and/or product. 

C. Troubleshooting a service or charging issue, or recovering from hardware or soft-

ware system failures.  

Each of (A)-(C) is a very rare occurrence. 

21. Huawei Technologies USA supports customers in the U.S., Belize and Mexico, and permits 

SNAS access for those regions only from within the region of service and/or the U.S. For 

customers located in the U.S. and U.S. territories, the SNAS only permits remote access 

from within the U.S. The SNAS does not allow access from China under any circum-

stances. Remote access to customer networks from China (or international locations that 

do not include the region of service or the U.S.) is strictly prohibited through geo-blocking 

of IP addresses. 
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22. All customer network access through the SNAS is performed via a Virtual Private Cloud 

Environment (“VPCE”), depicted in Fig. 1, below. The VPCE provides for centralized 

software and security controls that isolate all customer interaction and related data storage 

from Huawei corporate networks. The VPCE desktop architecture is based on third-party 

VMWare View software.  

A. The VPCE provides a private secure virtual desktop that operates as a secure access 

gateway to virtual desktops accessed through a security access gateway that is SSL 

AES-128 encrypted.  

B. Where end user network data is necessary for the performance of Huawei Technol-

ogies USA’s contracted services, the VPCE separates the end user network data 

from the operating system and stores such data on local storage. The end user net-

work data is thus isolated from hosted access or access by Huawei Technologies 

USA representatives.  

C. Each customer and customer-authorized Huawei Technologies USA engineers spe-

cifically tasked with assisting a customer can securely access customers’ Share-

Point folders.by. Only Huawei Technologies USA engineers specifically tasked 

with assisting a customer have access to such customer’s information.  
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Fig. 1. SNAS Implementation Overview 

23. Access to the VPCE occurs only in two ways: (1) through a “Secure Laptop” or other 

authorized third party computer capable of accessing the VPCE used in the field; or (2) 

through secure terminals or “Zero Client” terminals (i.e., small terminal devices with no 

client software needed used to interact with the VPCE) within the Technical Assistance 

Center. Huawei Technologies USA prohibits the direct or indirect connection of proprie-

tary corporate laptops to customer networks through the SNAS.  

24. Huawei Technologies USA’s internal corporate network is entirely isolated from the SNAS 

environment by means of a perimeter network dual firewall, referred to as the Demilita-

rized Zone (“DMZ”), as depicted in Fig. 2, below.  

A. The first firewall is configured to allow traffic destined to the DMZ only. The sec-

ond only allows traffic from the DMZ to the internal network.  



 
 

10 
 

B. Huawei Technologies USA’s internal network is isolated by a firewall consisting 

of both PCoIP and VM port protocols. 

C. Authorized Huawei Technologies USA personnel have access through the DMZ 

and into the VPCE only by means of “clean” non-Huawei issued secure laptops, or 

PCoIP Zero Clients. 

 

Fig. 2. DMZ in the SNAS 

25. All remote access and diagnostic data transferred through the SNAS is explicitly logged 

and tracked by means of a VM application with reporting functionality. All diagnostic data 

is contained within the VPCE or on a secure laptop. This provides an audit trail for access 

audits. Customers are permitted to audit SNAS records upon request.  

V. Huawei Technologies USA Cybersecurity Policy 
 
26. The SNAS and process for requesting and enabling limited and monitored remote access 

is consistent with and supports strict internal cybersecurity policies (the “Cybersecurity 
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Policy”) developed and implemented by Huawei Technologies USA. When Huawei Tech-

nologies USA is granted limited and monitored remote access to customers’ networks pur-

suant to customers’ written request and in accordance with the SNAS process described 

above in Section IV, the Cybersecurity Policy ensures control of cybersecurity risks during 

all phases of the service delivery process.  

27. Huawei Technologies USA’s employees and contractors are required to follow strictly the 

Cybersecurity Policy. All employees, assignees, or contractors entering the United States 

as a representative of Huawei Technologies USA are required to undergo mandatory train-

ing on the Cybersecurity Policy. In addition, all employees that work on customer networks 

are required to pass “Cybersecurity Work Certification” training and exams on an annual 

basis. These trainings are recorded for each employee.  

28. Huawei Technologies USA’s personnel are trained to identify and report security incidents 

such as illegal access to a customer’s network, damage to a customer network, or malicious 

use of customer network information.  

A. Huawei Technologies USA’s employees who believe their corporate or secure lap-

tops may have been subject to a security incident are required to report the incident 

to a local Security Officer immediately. 

B. In the event a customer identifies a security incident, Huawei Technologies USA’s 

policies provide for a notification and escalation process whereby prompt notifica-

tion is provided to the Chief Security Officer, Account Department for the relevant 

customer, and Public Affairs department. 

29. Huawei Technologies USA provides recommendations to its customers to promote cyber-

security hygiene. It also subscribes to CERT programs for cyber security and ensures that 
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all its customers receive timely notification of any vulnerabilities to its products that have 

been identified. Huawei has its own PSIRT process which customers can subscribe to for 

general product vulnerability reporting and notifications, accessible through the following 

hyperlink: https://www.huawei.com/en/psirt. Huawei PSIRT became a FIRST member in 

2010 and adheres to ISO/IEC 29147:2018. Further, Huawei Technologies USA Technical 

Assistance Centers also issue Bulletins and Advisories and assists customers, with a valid 

support contract, in tracking and addressing issues specifically related to the products con-

tained in that customer’s network. 

30. Huawei Technologies USA’s Services Security Team performs periodic audits of adher-

ence to the Cybersecurity Policy. Huawei Technologies USA’s Cybersecurity Policy in-

cludes provisions requiring documentation of any violations and subjects personnel who 

violate the Cybersecurity Policy to disciplinary action administered in accordance with 

Huawei Technologies USA’s policies and appropriate local laws. 

VI. Accessing, Managing, and Transferring Diagnostic Data 

31. In furtherance of the Cybersecurity Policy, Huawei Technologies USA implements global 

privacy principles and policies on data retention and collection to minimize the collection 

and storage of any data as necessary for the provision of its maintenance and support ser-

vices to its customers.  

32. Huawei Technologies USA does not have direct or unmonitored access to its customers’ 

networks and/or data of any kind. At times, customers may seek to grant Huawei Technol-

ogies USA limited and monitored access to their networks or data, for example to investi-

gate a problem or to perform a contracted service. In these circumstances: 
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A. Customers must submit a Customer Service Request in writing that Huawei Tech-

nologies USA investigate the issue.  

B. After receiving such a request, if deemed necessary by the nature of the request, 

Huawei Technologies USA responds in writing to customers’ request for remote 

access identifying the specific engineer or engineers that will remotely access cus-

tomers’ networks pursuant to customers’ written service requests. 

C. Only those Huawei Technologies USA engineers specifically identified in writing 

to customers will have limited and monitored access to customers’ networks.   

D. Prior to network access customers must have affirmatively enabled remote access 

on their systems; otherwise, Huawei Technologies USA will not have the capability 

to access the requesting customer’s network.  

E. Once customers grant Huawei Technologies USA advance permission in writing, 

Huawei Technologies USA only uses the SNAS ecosystem to obtain limited and 

monitored access to customers’ networks for the authorized scope. 

33. Huawei Technologies USA abides by all local laws and regulations with respect to data 

and privacy. Huawei Technologies USA provides support to U.S. customers in the United 

States. Currently, Huawei Technologies USA provides almost all support remotely from 

Huawei Technologies USA’s Technical Assistance Center located in Plano, Texas.  

34. Huawei Technologies USA’s representatives are required to have a unique individual user 

account and password in order to access the SNAS. Huawei Technologies USA implements 

stringent “strong password” and password cycling policies.  

35. In addition, Huawei Technologies USA policy requires that representatives must also have 

a unique individual user account and password to access a customer’s network where 
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Huawei Technologies USA’s customers requesting assistance create and share such cre-

dentials with Huawei Technologies USA. In certain cases, customers determine they do 

not want to manage individual access for each vendor’s engineers. When this occurs, a 

customer must expressly require in writing that Huawei Technologies USA’s representa-

tives are to use common/generic accounts and passwords. Huawei Technologies USA’s 

customer provides the written acknowledgment to the Huawei Technologies USA Project 

Manager responsible for the relevant customer’s account, who then provides relevant in-

formation to the Huawei Technologies USA engineer assigned to provide services to the 

customer. However, because the SNAS requires each individual user to have a unique 

username and password, even this method of access and use cannot be repudiated for au-

diting purposes. 

36. Huawei Technologies USA prohibits its representatives from allowing others to access 

their computers after logon. Huawei Technologies USA deactivates user accounts and 

passwords immediately if an employee is no longer actively representing Huawei Technol-

ogies USA due to completion of an assignment, termination, suspension, leave, or other-

wise  no longer employed by Huawei Technologies USA.  

37. User accounts and passwords must be kept confidential and are not shared with manage-

ment, supervisory personnel, and/or any other Huawei Technologies USA representatives 

under any circumstances. 

38. As noted above, Huawei Technologies USA only collects limited diagnostic data as nec-

essary to provide maintenance and support services to customers. Huawei Technologies 

USA endeavors to avoid collecting any “real subscriber” data by utilizing test subscriber 

scenarios and/or other non-sensitive information wherever possible. In extremely rare 
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cases, a customer may request that Huawei work with the customer and an end user to 

address an issue that cannot be reproduced with a test subject. Even in these circumstances, 

Huawei does not access any end user PII and immediately deletes any diagnostic data that 

may be obtained in the course of its services. 

39. Huawei Technologies USA’s policies prohibit the interception or monitoring of communi-

cations contents of end users, and/or the related data flow.  

40. It is prohibited to store or otherwise retain customer network data on Huawei Technologies 

USA corporate laptops or on the Huawei Technologies USA internal network. However, 

in certain circumstances where a customer experiences a fault that is an existing issue out-

side of the United States, diagnostic data transfer to entities outside of the United States 

may be required for troubleshooting and/or investigation. In these cases: 

A. The Huawei Technologies USA representative responsible for data collection must 

secure advanced, written approval, in the form of a Data Transfer Request, from a 

number of persons, including the customer, prior to transferring any data from the 

customer network outside of the USA.  

B. Customers are advised of the entities to which the relevant data will be transferred, 

identify what diagnostics will be performed on such data, and notify customers 

where such entities will diagnose the data provided. 

C. Advanced authorization by customers for each data transfer is required.  

D. Huawei Technologies USA ensures that any data transferred does not include per-

sonal information. Although diagnostic data typically does not include personal in-

formation to begin with, Huawei Technologies USA additionally anonymizes any 
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transferred data that may include personal information prior to the transfer in ac-

cordance with relevant industry standards.  

41. In the event that customer network data requires transfer to an external third party, Huawei 

Technologies USA’s policies require recommending that the customer send the data di-

rectly to the relevant third party. In these instances, Huawei Technologies USA is not, and 

has no need to be, involved in the data transfer. 

42. Huawei Technologies USA’s policies and procedures requires that all transfer of customer 

network data complies with local laws and regulations. 

43. Employees of Huawei Technologies USA who collect authorized customer network diag-

nostic data are responsible for ensuring that the data is not accessible by unauthorized per-

sonnel, and that the destruction of the data occurs after use in accordance with its data 

retention policies. After planned operations are completed, Huawei Technologies USA’s 

data retention policies requires prompt destruction of all customer network data . Depend-

ing on the nature of the data, the retention period can be as immediate as 7 days and as long 

as 6 months. According to the policy, no data is retained for a period greater than 6 months 

unless the project or issue is still active. 

  



I declare under penalty of perjury that the foregoing is true and correct.

Dated: January,2l. 2020

drn(;th;rDallks
Vice President, Risk Management and

Partner Relations
Huawei Technologies USA, Inc.
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Exhibit B 

Declaration of Thomas Dowding



DECLARATION OF THOMAS DOWDING 

I, Thomas Dowding, hereby declare, affirm, and state the following: 

I.  Introduction 

1. I am Senior Vice President of Sales, Wireless Business and Smart PV Plant Solution 

Division of Huawei Technologies USA, Inc. (“Huawei Technologies USA”). I have 

served in this role since June 2010. As Senior Vice President, I focus on customer 

satisfaction and strategic opportunities for Huawei Technologies USA. I oversee key 

customer relationships, formulate strategies for developing business and achieving the 

company’s sales goals, and manage sales teams and operations. I am over the age of 18 

and am competent to make this declaration. All statements set out in this declaration are 

based on (1) my direct personal knowledge; (2) information learned from my review of 

Huawei documents, including corporate policies and procedures; and (3) information 

provided to me by, or discussions with, other Huawei employees.  

2. I make this declaration in support of comments submitted by Huawei Technologies USA 

and Huawei Technologies, Co., Ltd (“Huawei”) in response to a Report and Order 

(“Order”) released by the Federal Communications Commission (“FCC”), In the Matter 

of Huawei Designation, FCC 19-121, PS Docket No. 19-351 on November 26, 2019. In 

this Order, the FCC initially designated Huawei, along with its parents, affiliates, and 

subsidiaries as a covered company whose services and equipment would be excluded 

from universal service support.1

1 The FCC promulgated a rule that prohibits universal service support from being used to 
purchase or obtain any equipment or services produced or provided by a covered company. In the Matter 
of Protecting Against National Security Threats to the Communications Supply Chain Through FCC 
Programs, WC Docket 18-89 (rel. Nov. 26, 2019) (“Huawei Designation Order”). 
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3. One of my primary responsibilities in my current role as Senior Vice President of Sales is 

having an accurate understanding of the products and services that we provide to 

customers and interacting with our customers to develop product and service plans that 

meet each customer’s unique telecommunications infrastructure needs. As part of this 

process, I am responsible for educating customers about the products and services we 

provide, and responding to questions from customers about the features, functions, and 

security of our products and services, including post-installation services provided by 

Huawei Technologies USA.  

4. I have substantial experience in sales in the telecommunications sector. I have been 

employed by Huawei Technologies USA since July 2003 and have held several executive 

positions at Huawei Technologies USA. Prior to joining Huawei Technologies USA, I 

served as Director of Strategic Sales at Lucent Technologies. 

5. I hereby adopt and incorporate by reference my prior Declarations, submitted as Exhibit 

C to the Comments of Huawei and Huawei Technologies USA, filed on June 1, 2018 in 

Docket No. 18-89, and submitted as Exhibit C to the Reply Comments of Huawei and 

Huawei Technologies USA, filed on July 2, 2018 in Docket No. 18-89.  

6. In this declaration, I will describe the products and services Huawei Technologies USA 

does and does not offer to carrier customers in the United States, including to customers 

that receive support through the Universal Service Fund (“USF”).   

II. Impact of the FCC’s Actions on Huawei Technologies USA 

7. Huawei Technologies USA has been unable to gain a single new customer since the FCC 

issued its Notice of Proposed Rulemaking issued in Docket No. 18-89 in April 2018. 

Moreover, Huawei Technologies USA’s biggest opportunity to be the primary vendor in 
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the Tier 1 carrier sector was thwarted due to government pressure, including pressure 

resulting from the FCC’s proposed rule.  

8. Since April 2018, Huawei Technologies USA has seen purchases of new equipment and 

services from its existing customers significantly diminished, with customers reducing 

the size of expected purchase orders or declining to purchase new equipment or services. 

During this period of time, some existing customers also have decreased, declined to 

renew, or terminated maintenance agreements with Huawei Technologies USA.  

9. In my discussions with Huawei Technologies USA’s customers, the FCC actions are 

consistently raised as a reason for customers curbing their purchase of Huawei 

Technology USA equipment or refusing to purchase new equipment or services from 

Huawei Technologies USA.  

10. As a result of these declines in Huawei Technologies USA’s business, Huawei 

Technologies USA has undergone significant reductions in the sales and marketing staffs 

that I oversee in the United States, with 200 employees laid off after April 2018. Only 

limited sales and marketing personnel, and technical and service personnel remain 

employed with Huawei Technologies USA. The remaining technical and service 

personnel in the United States are primarily responsible for maintaining existing 

customers’ equipment and services.  

II.  Products Sold by Huawei Technologies USA 

11. Huawei Technologies USA provides communications infrastructure products and 

services to wireless and wireline carrier and enterprise customers in the United States. 
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Huawei Technologies USA is the only Huawei-affiliated entity authorized to sell 

telecommunications infrastructure products and services to carriers in the United States.2

12. In the United States, Huawei Technologies USA offers telecommunications equipment 

including radio access network (“RAN”) products, core network products, broadband 

access network products, Internet Protocol (“IP”) routers, Ethernet switches, high-

performance servers, carrier-grade transport products, storage, management systems and 

software, and technical customer support. 

13. Huawei Technologies USA also offers many products that are intrinsically secure 

because they are incapable of routing or redirecting user data traffic, do not permit 

visibility into data or packets transmitted or handled by such equipment, and are not 

capable of remotely disrupting a communications network. These products include 

antennas, inverters, power supplies, cabinets and storage disk arrays.  

14. For wireless carriers, Huawei Technologies USA provides equipment for use in the core 

network as well as radio access network (“RAN”). Under the 3GPP standard, the term 

“core” in a wireless network refers to functionalities that allow for accessing, processing, 

and storing subscriber subscription information and performing all decision-making and 

packet routing functions. Under the 3GPP standard, the term “RAN” refers to 

functionalities that do not access, nor process, nor store subscriber subscription 

information, makes no decisions how to route packets. The RAN simply establishes 

point-to-point connections between user equipment and the core.

2 Although Huawei Device USA Inc. sells products in the United States, as stated in paragraph 19 of my 
prior declaration, Huawei Device USA Inc. focuses on consumer businesses, such as sale of handsets and 
other consumer devices. Similarly, Futurewei Technologies, Inc. is an affiliate of Huawei Technologies 
USA, which handles research and development in the United States. Neither Huawei Device USA Inc. 
nor Futurewei Technologies, Inc. sell telecommunications infrastructure product or services in the United 
States to carrier customers.  
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15. Although Huawei can provide end-to-end solutions to its customers, it is a common 

practice in the telecommunications industry to have multi-vendor networks where, for 

example, equipment procured from one vendor is used in the core network, and another 

vendor’s equipment is used in the RAN. Per the 3GPP standard, within a wireless 

network, the interfaces between the RAN and core within a wireless network are all 

standards-based. Therefore, in multi-vendor networks, there are many cases around the 

world, including the United States, where the interoperability between Huawei’s RAN 

and a third-party core network is possible.  

16. Due to the difficult political environment in the United States, Huawei Technologies 

USA does not offer 5G products to its carrier customers. There is no Huawei 

Technologies USA nor Huawei Technologies Company 5G equipment (either core or 

RAN) currently deployed in the United States. However, in my discussions with Huawei 

Technologies USA’s customers, it is clear that a number of our existing customers would 

like to purchase Huawei Technologies USA’s 5G equipment. In my conversations with 

Huawei Technologies USA’s customers, customers reference that they would like to 

purchase Huawei Technologies USA’s 5G equipment due to the quality and effectiveness 

of the equipment as compared to other vendors. 

17. The FCC’s Initial Designation of Huawei relies on a report from cyber threat intelligence 

firm Recorded Future incorrectly alleging that “[t]he enormous range of products and 

services offered by Huawei generates a nearly unimaginable amount of data for one 

company to possess.”3 Recorded Future asserts that “safe city” surveillance technology is 

3 Huawei Designation Order, ¶ 56 (citing Priscilla Moriuchi, The New Cyber Insecurity: Geopolitical and 
Supply Chain Risks From the Huawei Monoculture, Recorded Future (June 10, 2019), 
https://www.recordedfuture.com/huawei-technology-risks/ (“Recorded Future Report”)).  
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among the “enormous range of products and services offered by Huawei[.]” However, 

neither Huawei Technologies USA nor any of its affiliates offer “safe city” technologies 

to any customers in the United States. Therefore, any concerns about “safe city” products 

or services raised by Recorded Future are misplaced. 

IV. Services Offered by Huawei Technologies USA 

18. In explaining its Initial Designation of Huawei, the FCC cites to an “observ[ation]” by 

the House Permanent Select Committee on Intelligence that “the risks posed by 

companies such as Huawei are further exacerbated because the company offers services 

managing telecommunications equipment[.]”4 The FCC also asserts that “[o]ne of the 

dangers of allowing equipment from untrusted suppliers to be part of a network” is that 

suppliers could maintain the ability to activate interceptions or other surveillance without 

a carrier’s knowledge, “whether through the insertion of malicious hardware or software 

implants, remote network access maintained by providers of managed services, or 

otherwise.”5 As I will explain, both of these statements are factually incorrect. 

19. All physical installation of equipment by Huawei Technologies USA is supervised by the 

customer. Huawei Technologies USA’s revenue recognition process requires customers 

to sign a Preliminary Acceptance Certificate document after completion of all services, 

whether installation, commissioning, integration, design, training, etc. Some of Huawei 

Technologies USA’s rural customers self-install equipment. In these cases, the equipment 

4 Huawei Designation Order, ¶ 45 (citing Permanent Select Committee on Intelligence, U.S. House of 
Representatives, Investigative Report on the U.S. National Security Issues Posed by Chinese 
Telecommunications Companies Huawei and ZTE at 3-4 (Oct. 8, 2012), https://republicans-
intelligence.house.gov/sites/intelligence.house.gov/files/documents/huaweizte%20investigative%20report
%20(final).pdf (“2012 HPSCI Report”)). 

5 Huawei Designation Order, ¶ 35 (citing 2012 HPSCI Report at 2-4). 
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is shipped to customers that install and activate the equipment on their own. Some 

customers also integrate the equipment (i.e., bring the equipment into services) without 

assistance from Huawei Technologies USA. In such cases, these customers modify the 

factory default settings to take the equipment into service without any intervention by 

Huawei Technologies USA.

20. After installation and integration of purchased telecommunications equipment from 

Huawei Technologies USA, and regardless of whether customers have self-installed or 

engaged Huawei Technologies USA for installation assistance, Huawei Technologies 

USA’s customers own the equipment and operate and manage the networks without 

operational assistance from Huawei Technologies USA. Huawei Technologies USA 

requires its customers to perform acceptance testing to confirm that product and services 

comply with requirements identified by customers when ordering the relevant Huawei 

Technologies USA’s products and services.

21. Huawei Technologies USA does not utilize “automated,” push-style software updates or 

patches. Patches and software updates received from Huawei’s Research and 

Development department are verified by Huawei Technologies USA’s engineers to 

ensure that the patches and updates are error free. All patches and software updates are 

explained in detail to customers, and customers must approve their installation and 

project timeline. Software updates or patches are typically provided to customers, who 

then perform their own strict regimen of testing in a lab simulation environment to ensure 

compatibility with other elements of their specific networks. Installation of software 

updates and patches is done by customers or by Huawei Technologies USA in 

coordination with customers, and Huawei Technologies USA is not typically involved in 
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comprehensive deployment of software updates or upgrades absent a specific request 

from a customer for assistance. When customers request specific assistance with software 

updates or upgrades, all remote access by Huawei Technologies USA is both enabled and 

monitored by customers through a secure solution that ensures customers’ network 

information cannot be accessed by, or transferred to, Huawei Technologies USA’s 

corporate network without authorization. Network performance is monitored by 

customers after every patch and software upgrade to ensure correct operation. 

22. In addition to installation and integration services, telecommunications equipment 

vendors often offer warranty, maintenance, and other services like technical support to 

carriers. Providing certain of these services, such as assisting customers with 

maintenance upon customer request, may provide the vendor access to customers’ 

networks. However, Huawei Technologies USA does not have access to its customers’ 

networks in performing any of these services without customers’ approval and 

supervision. 

23. Huawei Technologies USA typically provides warranty services and limited maintenance 

services to customers in the United States, neither of which involve Huawei Technologies 

USA in the daily operations, maintenance, or management of its customers’ networks. 

Warranty services do not require network access but instead involve providing 

replacement equipment or parts upon request of the customer. Any maintenance 

performed by Huawei Technologies USA personnel is done exclusively at the request of, 

and under supervision by, Huawei Technologies USA’s customers’ employees, and 

typically only occurs if customers have been unable to complete maintenance without 

assistance from Huawei Technologies USA. 
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24. Huawei Technologies USA does not operate or manage any telecommunications 

networks. Typically, “managed services” involve outsourcing certain business or network 

processes and functions to a managed service provider, which for telecommunications 

carriers often equates to operations and maintenance of a network. Although Huawei 

Technologies USA is aware that some other vendors have offered “managed services” to 

carriers in the United States, Huawei Technologies USA does not provide managed 

services to any customers in the United States. Managed services generally are too costly 

for Huawei Technologies USA’s carrier customers. 

25. The management systems and software sold by Huawei Technologies USA are tools that 

allow Huawei Technologies USA’s customers to manage their networks. These tools do 

not provide any capability for Huawei Technologies USA to manage its customers’ 

networks. The management systems and software are secured and are never accessible by 

Huawei Technologies USA’s engineers absent customers’ request for Huawei 

Technologies USA’s support. When Huawei Technologies USA’s engineers access a 

customer’s network pursuant to the customer’s request, that access is monitored by the 

requesting customer, for example all access must be requested in writing and the secure 

system used for remote access to customer networks creates audit trails that track every 

transaction that a Huawei Technologies USA engineer performs while assisting the 

requesting customer. 

26. The technical service solutions sold by Huawei Technologies USA include network 

architecture design, product selection, etc. that assist customers in selecting the best 

solutions to meet the customer’s needs. For example, a customer may request Huawei 

Technologies USA’s assistance developing a network design to increase capacity of its 
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network or expand geographic coverage. Technical service solutions are provided by 

Huawei Technologies USA’s office in Plano, Texas by Huawei Technologies USA’s 

engineers. These services are delivered as scripts (i.e., a series of commands to be 

performed by the customer to create the new configuration) and do not require access to 

customers’ networks by Huawei Technologies USA. Instead, customers typically run the 

scripts with Huawei Technologies USA’s engineers providing support remotely. Remote 

support includes assistance performing the commands that is provided via telephone 

exclusively or through a secured, monitored and auditable system. Moreover, 

comprehensive audit trails are maintained by Huawei Technologies USA and our 

customers have the ability to maintain their own audit trails and audit those maintained 

by Huawei Technologies USA when we provide limited, monitored remote access 

support for our customers.  

V. Remote Access to Customer Networks and Data 

27. Huawei Technologies USA does not provide any services that involve storing end user 

data of its carrier customers in the corporate computer systems of Huawei Technologies 

USA or any of its affiliates’ computer systems or that would give Huawei Technologies 

USA or any of its affiliates unmonitored access to its customers’ network information. 

Under certain limited, controlled and monitored conditions that I describe further in this 

Section, Huawei Technologies USA may provide support services to its customers where 

Huawei Technologies USA has limited and monitored remote access to carriers’ 

networks where carriers must affirmatively enable such remote access.

28. Nor does Huawei Technologies USA have access to the communications or other 

information of the end-users of its customers’ services (e.g., telephone call information). 
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In the event that end-user network data is accessed by Huawei Technologies USA, such 

data never contains any content-related information, application or browsing content 

transmitted or associated with end users, or the contents of any text message, voice 

communications, or other end-user communication. In addition, Huawei Technologies 

USA’s policies expressly prohibit the interception or monitoring of communications 

contents of end users, and/or the related data flow. 

29. Huawei Technologies USA does not have direct or unmonitored access to its customers’ 

networks and/or data. Customers’ service contracts with Huawei Technologies USA 

impose stringent limits on Huawei Technologies USA’s access to customers’ networks 

and data requiring, for example, Huawei Technologies USA to comply with customers’ 

policies regarding physical and remote network access and safeguarding information and 

that any remote access is made only through a secure connection.  

30. Huawei Technologies USA’s customers hold primary control over all aspects of physical 

and network security of their networks, including access to the networks, systems, and 

user data by third parties throughout the lifecycle of any product sold by Huawei 

Technologies USA. Moreover, customers’ service contracts generally require that 

customers take commercially reasonable efforts not to provide subscribers’ personally 

identifiable information to Huawei Technologies USA.

31. In circumstances where customers provide access to their networks by Huawei 

Technologies USA, customers must grant Huawei Technologies USA explicit permission 

to access their networks and/or data. All network access permissions are saved for 

auditing purposes. Furthermore, once the limited permission is granted, Huawei 

Technologies USA personnel must only use a controlled and specially configured secure 
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system, known as the Secure Network Access Solution (“SNAS”) to access customers’ 

networks and/or data, and all access through the SNAS are done via dedicated laptops 

that are not connected to the internet.



I declare under penalty of perjury that the foregoing is true and correct.

Dated: 01124/2020

Thomas R Dowdi g
Senior Vice President of Sales,
Huawei Technologies USA
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DECLARATION OF FAN ZHIYONG 
 

I, Fan Zhiyong (“Alan”), hereby declare, affirm, and state the following:  

1. I am the Vice President, Intellectual Property Strategy and International Legal Policy for 

Huawei Technologies Co., Ltd. (“Huawei”).  I have served in this role since 2018.  In this 

position, I am responsible for developing and executing strategies for intellectual 

property and public policy related legal matters.  I am over the age of 18 and am 

competent to make this declaration.  All statements set out in this Declaration are based 

on (1) my direct personal knowledge; (2) information learned from my review of Huawei 

documents, including corporate reports; or (3) information provided to me by, or 

discussions with, other Huawei employees, including Mr. Ren Zhengfei. 

2. I make this declaration in support of comments submitted by Huawei and Huawei 

Technologies USA, Inc. in response to a Report and Order (“Order”) released by the 

Federal Communications Commission (“FCC”), In the Matter of Huawei Designation, 

FCC 19-121, PS Docket No. 19-351 on November 26, 2019.  In this Order, the FCC 

initially designated Huawei, along with its parents, affiliates, and subsidiaries, as a 

covered company whose services and equipment are excluded from universal service 

support.1 

3. Mr. Ren Zhengfei (“Mr. Ren”) is the current Chief Executive Officer (“CEO”) of 

Huawei. 

                                                 
1 The FCC promulgated a rule that prohibits universal service support from being used to purchase or 

obtain any equipment or services produced or provided by a covered company.  In the Matter of Protecting Against 
National Security Threats to the Communications Supply Chain Through FCC Programs, WC Docket 18-89 (rel. 
Nov. 26, 2019). 
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4. Mr. Ren studied architecture at the Chongqing Institute of Civil Engineering and 

Architecture.  Following graduation, Mr. Ren was employed in the civil engineering 

industry until 1974. 

5. In 1974, Mr. Ren joined the military’s Civil Engineering Corps as a technician.  After 

joining the military, Mr. Ren was mobilized to Liaoyang as to build a synthetic fiber 

factory for the production of clothing.2  No local civil engineering team wanted to run 

this project because of the tough environment, so the government assigned the project to 

the military.  The military did not have engineers available, so they brought in people 

with basic technical knowledge, including Mr. Ren, to support the project. 

6. The Liaoyang factory involved lots of different pieces of equipment that had to be tested 

to ensure they met certain standards.3  While working on this project, Mr. Ren invented a 

new instrument to calibrate high-precision equipment.4  This instrument was China’s first 

high-precision air pressure balance.5 

7. Before Mr. Ren’s invention, “instrument factories, instrument users and calibration 

departments in China used to inspect the instrument pressure, flow rate, liquid level, etc., 

by using standard double-tube piston pressure gauges and water- or mercury-filled 

single-tube pressure gauges.”6  Compared to these traditional gauges, Mr. Ren’s 

instrument was “highly accurate, but also small in size, light in weight, versatile in use 

                                                 
2 See Ge Tai, Civil Engineering Corps, Ren Zhengfei, Oct. 18, 1978 (Exhibit A). 

3 Id. 

4 Id.; Wenhui Bao, China’s first high-precision measuring quasi-equipment, Oct. 14, 1977 (Exhibit B). 

5 Ge Tai, Civil Engineering Corps, Ren Zhengfei, Oct. 18, 1978 (Exhibit A); Wenhui Bao, China’s first 
high-precision measuring quasi-equipment, Oct. 14, 1977 (Exhibit B). 

6 Wenhui Bao, China’s first high-precision measuring quasi-equipment, Oct. 14, 1977 (Exhibit B). 
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and easy to operate.  It also ha[d] the benefit of eliminating mercury pollution and 

improving working conditions.”7 

8. Mr. Ren received recognition and a promotion to engineer after developing this new 

instrument.8 

9. Mr. Ren later received a promotion to Deputy Director of a small construction research 

institute with just over twenty employees.  This position was a professional role and did 

not include a military rank.  This was the highest position Mr. Ren achieved during his 

time with the military. 

10. In 1983, when China disbanded the entire Engineering Corps, Mr. Ren retired from the 

army. 

11. Mr. Ren has never served in the People’s Liberation Army Information Engineering 

Academy, nor did he ever serve as Director or Deputy Director of that Academy.  

Mr. Ren’s military service did not involve Chinese signal intelligence in any way. 

12. After his retirement from the army, Mr. Ren worked at the logistics service base of the 

Shenzhen South Sea Oil Corporation for a short time, leaving that position in 1987. 

13. At that time, Mr. Ren had limited knowledge of the telecommunications industry.  His 

degree was in architecture, but he had studied electronics technology on his own.  

Mr. Ren, however, believed that the Chinese telecommunications industry was about to 

take off.  He sought opportunities to join that industry and founded Huawei in 1987.  In 

Huawei’s early days, Huawei did not manufacture equipment itself.  Huawei simply sold 

equipment as a sales agent for other telecommunications companies and took a small 

                                                 
7 Id. 

8 Ge Tai, Civil Engineering Corps, Ren Zhengfei, Oct. 18, 1978 (Exhibit A). 
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commission.  Huawei then became a sales agent for Hung Nien Electronics Limited (a 

Hong Kong corporation).  This opportunity helped Huawei to develop gradually and 

accumulate funds for future development work. 

14. As Huawei’s telecommunications resale business grew, several suppliers, including Hung 

Nien, refused to continue to supply Huawei because of concerns that Huawei was 

becoming an effective competitor in the telecommunications equipment marketplace.  

This drove Huawei to develop and manufacture its own products.  Huawei started by 

making 40-line switches for hotels, and then developed 100-line and 200-line switches.  

This growth and expansion occurred in the early 1990s. 

15. Mr. Ren became the CEO of Huawei in 1988 and has served as CEO of Huawei since 

that time. 

16. Huawei Investment & Holding Co., Ltd. (“Huawei Holding”) is the parent organization 

of the various Huawei entities.  As the founder of Huawei, Mr. Ren is the only natural 

person shareholder of Huawei Holding, with 1.01% ownership.  He also owns another 

0.13% of Huawei Holding as an employee shareholder through the Huawei employee 

stock ownership plan.  The remaining shares of Huawei Holding are owned by Huawei’s 

employees, through Huawei’s employee stock ownership plan. 

17. Huawei’s Charter of Corporate Governance (“Charter”) and Huawei Holdings’ Articles 

of Association (“Articles”) empower certain governance bodies, such as the 

Representatives’ Commission (which exercises the rights and responsibilities of the 

employee shareholders) and the Board of Directors, to make decisions regarding major 

company matters. 
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18. These governance bodies make decisions based on majority rule, and each member has 

only one vote.  Mr. Ren is a member of the Shareholder Representatives’ Commission 

and the Board of Directors.  Like the other members, Mr. Ren also has only one vote on 

company matters in each of these bodies. 

19. Pursuant to the governance documents, Huawei’s Board of Directors is the decision-

making body responsible for corporate strategy, operations management, ensuring 

customer satisfaction, and protecting shareholder interests. 

20. The Board of Directors and its Executive Committee are led by rotating chairs, who 

serves the foremost leader of the company during his or her six-month term.  Currently 

the rotating chairs are Mr. Xu Zhijun, Mr. Guo Ping, and Mr. Hu Houkun. 

21. The Charter provides Mr. Ren with certain limited veto powers, including the right to 

veto amendments to core governance documents; the eligibility of individual candidates 

for the governance bodies, including the Board of Directors and Representatives’ 

Commission; increases or decreases in the registered capital of Huawei; changes to the 

company shareholding structure or the corporate form;  amendments to the equity 

incentive plan and the non-equity long-term incentive plan; and the appointment of the 

Chief Executive Officer and Chief Financial Officer. 

22. Mr. Ren’s veto authority does not, however, give him the right to unilaterally control 

Huawei, nor does he have the absolute right to veto all company matters.  For example, 

he does not have the power to veto business decisions or financial plans that do not 

change the company’s nature, corporate form, or shareholding structure. 

23. In practice, Mr. Ren has never exercised his veto power pursuant to the Charter. 
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[An appeal to the Corps by
Chairman Hua]

Published by the Political Department of
the Civil Engineering Corps ofthe 
Chinese People’s Liberation Army

CIVIL ENGINEERING CORPS



Ren Zhengfei

(Feature) Author: Ge Tai

Knowledge is not like snow that can fall on your head by itself.
— by Ren Zhengfei

(Photo) Ren Zhengfei in the laboratory. Photographed by Zhao Lianqin

In front of us is placed a red and delicate instrument. There are two conical tubes on it, each
with a steel ball at the top. This instrument is a floating ball standard pressure generator.

The instrument, which was developed by the technician Ren Zhengfei of Troop 00229, has
filled the gap in the instrument industry of our country. It eliminates mercury pollution caused
by its predecessors and has won honor for our country. The instrument has been promoted
across China by the National Institute of Metrology and is highly recognized by the users.

Ren Zhengfei participated in the construction of the Liaoyang Chemical Fiber General Factory.
This factory was full of imported equipment with thousands of instruments lined up, but
whether they were up to standard was a matter of question. Noticing that we only had Soviet
piston gauges developed in the 1950s, the foreign experts said, “we have already tested all the
equipment with our precision instruments, and they are all up to standard. Besides, how capable
can your gauges really be?” Ren Zhengfei was irritated by what the foreign experts said, and
the fire of patriotism was burning in his heart. He believed that China should be a giant not
only in politics but also in the scientific field, and lagging technology could only put us in a
disadvantageous position. Since then, he was determined to develop a high-precision air
pressure balance to win honor for the country.

Ren Zhengfei had made tremendous efforts on his way to the top of the technological world.
He was known as a bookworm when he graduated from the Chongqing Institute of Architecture
and Engineering in 1968. Over the years, he had bought a great many books on political theory
and science and technology, read numerous books, and used bundles of paper for calculation
and drawing. He had learnt Russian and also studied English diligently, delving into various
domains from the works of Archimedes in ancient Greek to modern fluid dynamics. Now he is
undertaking a harder climb. As a technician, he had to work for over ten hours every day and
engage in foreign affairs activities. He could only make use of his limited spare time and public
holidays to do research. Time is as precious as oil to him. He immersed himself in calculation
till late at night. Although he got caught in many difficulties, he always managed to get rid of
them after strenuous efforts. Setbacks and failures have never discouraged him. During the
arduous climb, he had been perseverant and kept moving forward. He was so devoted to his
research that he worked night and day and lost all track of time. As a result, he was suffering
from hair loss, insomnia, and bad appetite. Wrinkles were deeply etched on his forehead
already though he was only at the age of 33. When the Gang of Four came to prominence,
intellectuals were persecuted, and such doctrines as “the more knowledgeable, the more
reactionary,” “apolitical academics,” and “the theory of the omnipotence of productive forces”
and so on prevailed. However, Ren Zhengfei persisted in conducting his research despite the
risks and pressure. His wife was very worried about him after she learned of the situation, so
she wrote a letter to Ren Zhengfei from Chengdu, quoting in the letter the words of Marx: “the
entrance to science is like the entrance to hell” and asking him to take good care of himself.
Neither the pressure from the Gang of Four nor the well-intentioned persuasion of his relatives,



friends and colleagues stopped him from study and research. He loves his country, its people
and science more than his family and himself.

A piece of white paper may be drawn with the newest and most beautiful picture, and yet also
the hardest to draw on. When consulting the foreign experts modestly, Ren Zhengfei was told
they too were unable to build the instrument yet. They said AMETEK, Inc. in the United States
had  built  one  with  a  ball  floating  on  top  of  a  parabolic  nozzle.  He  studied  aerodynamics
repeatedly and performed theoretical derivation and design calculations. Outlining the contours
of the new instrument in his mind, he managed to accurately calculate the linear tangent of a
parabola and found out that applying the parabolic form would not contribute to high-precision
performance. He put all his efforts into the instrument and thought very hard to find a way out.
He is very serious and extremely careful. He never starts an experiment when he feels unsure.
He is humble and eager to learn, always seeking advice from the chief engineer Wang Kai. He
once paid a visit to his mentor under heavy rain. He was all wet, but he hugged the drawing
tightly in his arms, close to his burning heart.

Based  on  scientific  logic,  he  finally  deduced  that  the  cone  shape  was  the  best  form  to  use.
Embedded in the sketch and the formula were his painstaking efforts, and the instrument had
gradually come into shape.

Converting the calculations into a drawing was hard, but building the actual instrument from
the drawing was even harder. During the days and nights of tedious struggle and the
development process filled with obstacles, many a person had cared for and helped him. The
Troop  Political  Commissar  came  to  visit,  the  Troop  Commander  came  to  encourage,  the
Deputy Troop Commander helped source the materials in person, and the members of the
experimental team joined forces to overcome the hurdles. They all encouraged and
complemented him with passion and wisdom.

In October 1976, Chairman Hua crushed the Gang of the Four in one fell swoop. The productive
forces previously reined in were liberated. Ren Zhengfei and his comrades finally succeeded
in developing China’s first high-precision air pressure balance in December. The instrument is
astonishingly precise. The error in the roundness of the floating ball is no greater than a
hundredth of a strand of hair, and the space between the floating ball and the tube wall is no
greater than one fifth of a strand of hair while no smaller than one tenth of the same. The signal
accuracy is not less than two per ten thousand. The foreign experts were surprised to see that it
only took us seven months to build such a cutting-edge precision instrument. Ren Zhengfei
later received an award at the National Science Conference where so many stars shone to
compete against one another. He gave his drafts of calculations to Shen Yuan, the teacher of
Chen Jingrun, asking for advice. The old professor highly commended him and applauded,
“good, good! It’s very precise and of value!”

Ren Zhengfei was honored with a second-class merit citation by the Troop’s Party Committee
and got promoted to engineer.

Comrade Guo Xiaochuan once said, “a warrior naturally comes with a warrior’s ambitions that
are ever-evolving and start from zero.” Ren Zhengfei is exactly a person like that. He has not
stopped and is working hard on developing an absolute pressure balance, striving to achieve a
precision better than two per ten thousand. To come up with the best design, he is exploring a
whole new series of explorations.



The road is still long, and Ren Zhengfei has taken a new step on a new long march again.
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[Quotation]



China’s first high-precision air pressure balance

Ren Zhengfei, a young technician from a certain department of the PLA’s Civil Engineering
Corps, has successfully developed China’s first high-precision measuring cup quasi-instrument
– the air pressure balance in cooperation with the soldiers from the instrument class, filling the
gap in China’s instrument industry. As evaluated by the relevant national metrology
departments, the instrument design is on the right track and offers great precision and
sensitivity.

The air pressure balance is an instrument used to calibrate high-precision instruments. In the
past, the instrument factories, instrument users, and calibration departments in China used to
inspect the instrument pressure, flow rate, liquid level, etc. by using standard double-tube
piston pressure gauges and water- or mercury-filled single-tube pressure gauges. As compared
with the double-tube piston pressure gauges and water- or mercury-filled pressure gauges, air
pressure balances are not only highly accurate, but also small in size, light in weight, versatile
in use, and easy to operate. It also has the benefit of eliminating mercury pollution and
improving working conditions. This type of instrument has emerged only in recent years, and
currently only a few highly industrialized countries in the world can manufacture it.
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DECLARATION OF WILLIAM ZHENG 

I, William Zheng, hereby declare, affirm, and state the following: 

1. I am the Technical Support Manager and senior technical support engineer of Huawei 

Technologies USA, Inc. (“Huawei Technologies USA”). I joined the company in January 

2009 as a technical support engineer. I have served in the role of Technical Support 

Manager since January 2014. As the Technical Support Manager, I am responsible for 

supporting customers through Huawei Technologies USA’s Technical Assistance Center 

(“TAC”). I am over the age of 18 and am competent to make this declaration. All 

statements set out in this declaration are based on my direct personal knowledge. 

2. I make this declaration in support of comments submitted by Huawei Technologies Co., 

Ltd. (“Huawei”) and Huawei Technologies USA in response to a Report and Order 

(“Order”) released by the Federal Communications Commission (“FCC”), In the Matter 

of Huawei Designation, FCC 19-121, PS Docket No. 19-351 on November 26, 2019. In 

this Order, the FCC initially designated Huawei, along with its parents, affiliates, and 

subsidiaries, as a covered company whose services and equipment would be excluded 

from universal service support.1

3. As Technical Support Manager, I am responsible for overseeing technical support and 

network deployment for all product lines of Huawei Technologies USA. In addition to 

organizing technical support teams to serve Huawei Technologies USA’s customers, I am 

responsible for conducting new product technical training for Huawei Technologies 

1 The FCC promulgated a rule prohibiting the use of universal service support funds to purchase or 
obtain any equipment or services produced or provided by a covered company. In the Matter of Protecting 
Against National Security Threats to the Communications Supply Chain Through FCC Programs, WC 
Docket 18-89 (rel. Nov. 26, 2019). 
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USA’s engineers and customers. I am also responsible for architecture design, including 

network element features and functions, subscriber authentication and authorization, 

geographic redundancy, interworking, quality of service, and other areas.  

4. Huawei Technologies USA sells telecommunications equipment to carrier and other 

customers in the United States. Huawei Technologies USA does not operate or manage 

any telecommunications networks for its customers. Huawei Technologies USA’s 

customers maintain complete control over their equipment and the data flowing through 

it.  Huawei Technologies USA cannot access the equipment or data without prior 

customer authorization.  

5. As of today, Huawei Technologies USA, as a telecommunications equipment 

manufacturer, has never provided any data about or derived from any U.S. customer 

network to any foreign (non-U.S.) government, including but not limited to the 

government of China.  

6. Huawei Technologies USA has never received a request from the Chinese government 

for data held by a U.S. customer. 
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DECLARATION OF LEON WANG 
 
 

I, Wang Jiangliang (“Leon Wang”), hereby declare, affirm, and state the following: 
 
1. I am a Senior Counsel at Huawei Technologies Co., Ltd. (“Huawei Technologies”). I 

have served in this role since 2009. As Senior Counsel, I am responsible for handling 

litigation matters and intellectual property matters for Huawei, and I am familiar with 

Huawei’s corporate structure. I am over the age of 18 and am competent to make this 

declaration. All statements set out in this declaration are based on my direct personal 

knowledge. 

2. I make this declaration in support of comments submitted by Huawei Technologies and 

Huawei Technologies USA, Inc. (“Huawei USA”) in response to a Report and Order 

(“Order”) released by the Federal Communications Commission (“FCC”), In the Matter 

of Huawei Designation, FCC 19-121, PS Docket No. 19-351 on November 26, 2019. In 

this Order, the FCC initially designated Huawei Technologies, along with its parents, 

affiliates, and subsidiaries, as a covered company whose services and equipment are 

excluded from universal service support.1 

3. Huawei has three operating entities in the United States – Huawei USA, Huawei Device 

USA Inc. (“Huawei Device USA”), and Futurewei Technologies, Inc. (“Futurewei”). 

4. Huawei Technologies, Huawei USA, Huawei Device USA, and Futurewei are all direct 

or indirect wholly-owned subsidiaries of Huawei Investment Holding Co. Ltd. (“Huawei 

 
 
 
 

1 The FCC promulgated a rule that prohibits universal service support from being used to 
purchase or obtain any equipment or services produced or provided by a covered company. In the Matter 
of Protecting Against National Security Threats to the Communications Supply Chain Through FCC 
Programs, WC Docket 18-89 (rel. Nov. 26, 2019). 
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Holding”). Huawei Device USA has its own sole director, while each of Huawei Holding, 

Huawei Technologies, Huawei USA and Futurewei has its own Board of Directors. 

5. Huawei Holding is a private company wholly owned by its employees, through Huawei’s 

employee stock ownership plan, and Mr. Ren Zhengfei, as the only natural person 

shareholder. 

6. Both Huawei Holding and Huawei Technologies (together, “Huawei”) are organized 

under the laws of the People’s Republic of China. 

7. In compliance with Chinese law, Huawei has a Party Organization that serves party 

members employed in China. 

8. Currently there are 17 individuals that serve as members on both the Huawei Holding and 

Huawei Technologies Boards of Directors (“Huawei Board Members”). All 17 Huawei 

Board Members are private citizens, and none hold positions in the Chinese government. 

9. No Huawei Board Member holds any leadership position in the Huawei Party 

Organization. 

10. Each Huawei Board Member has taken an oath agreeing not to receive any income from 

a source other than Huawei and not to take on outside employment, which includes the 

Chinese government. 

11. Huawei USA is a United States corporation organized under the laws of the State of 

Texas and has its own directors, officers, and employees. 

12. Huawei Device USA is a United States corporation organized under the laws of the State 

of Texas and has its own director, officers, and employees. 

13. Futurewei is a United States corporation organized under the laws of the State of Texas 

and has its own directors, officers, and employees. 
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14. No member of the Huawei USA, Huawei Device USA, or Futurewei Board of Directors 

holds any position in the Chinese government or Huawei Party Organization. 

15. Huawei Holding, Huawei Technologies, Huawei USA, Huawei Device USA, and 

Futurewei have no Chinese government ownership, and all five companies operate 

independently of Chinese government control. 



I declare under penalty of perjury that the foregoing is true and correct. 

Dated: January 23, 2020 

Senior Counsel, Huawei 
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I, Randall Peerenboom, declare as follows: 

 

I. INTRODUCTION 

1. I make this declaration in support of comments submitted by Huawei Technologies Co., 

Ltd. (“Huawei Technologies”) and Huawei Technologies USA, Inc. (“Huawei USA”) in response 

to a Report and Order (“Order”) released by the Federal Communications Commission (“FCC”), 

In the Matter of Huawei Designation, FCC 19-121, PS Docket No. 19-351 on November 26, 2019.  

In this Order, the FCC initially designated Huawei, along with its parents, affiliates, and 

subsidiaries, as a covered company whose services and equipment are excluded from universal 

service support.1 

2. I am an Associate Fellow at Oxford University Centre for Socio-Legal Studies.  I was a 

tenured professor of law at the University of California, Los Angeles (“UCLA”) from 1998 until 

2007 and a chaired professor of law at La Trobe University in Melbourne from 2008 to 2016.  I 

was also appointed as an arbitrator on the arbitration panel of the China International Economic 

and Trade Commission.  I obtained a B.A. in Philosophy, an M.A. in Chinese Religion, and a 

Ph.D. in Chinese Philosophy before obtaining a J.D. from Columbia Law School.  In 1993, I was 

admitted to practice law in the State of Hawaii.  I lived and worked in China for over twenty years 

and returned to the United States, where I now reside, in 2016. 

3. I have written extensively on Chinese law and philosophy.  I am the sole author of four 

books, including China’s Long March Toward Rule of Law (Cambridge University Press, 2002) 

and China Modernizes: Threat to West or Model for the Rest? (Oxford University Press, 2007).  I 

                                                            
1 The FCC promulgated a rule that prohibits universal service support from being used to purchase or obtain any 

equipment or services produced or provided by a covered company.  In the Matter of Protecting Against National 
Security Threats to the Communications Supply Chain Through FCC Programs, WC Docket 18-89 (rel. Nov. 26, 
2019). 
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have edited or co-edited seven other books:  the multi-volume Doing Business in China (2000);  

Asian Discourses of Rule of Law: Theories and Implementation of Rule of Law in Twelve Asian 

Countries, France and the U.S. (2004); Human Rights in Asia: A Comparative Legal Study of 

Twelve Asian Jurisdictions, France and the U.S. (2006); Regulation in Asia: Pushing Back on 

Globalization (2009); Judicial Independence in China (2010); The Dynamics of Rule of Law in an 

Era of International and Transnational Governance (2012); and Law and Development in Middle-

Income Countries: Avoiding the Middle-Income Trap (2014).  I have published more than 100 

articles, including some 60 book chapters, law review articles, or articles in peer-reviewed 

academic journals, and more than 20 practice-oriented articles or chapters in commercial 

publications. 

4. In 2005, I was a Distinguished Visiting Professor at the National University of Singapore.  

From 2006 to 2008, I served as the Director of the China Programme for the Oxford Foundation 

for Law, Justice and Society.  I have lectured widely on Chinese law in the United States, Europe, 

Australia, and Asia.  I have also given testimony on the Chinese legal system before the United 

States Congressional-Executive Committee on China. 

5. During the 1990s, I practiced law in Beijing with the international law firm Freshfields for 

several years.  From 1998 to 2007, I was affiliated first with Yiwen Law Firm and then with 

Zhonglun Law Firm when the firms merged.  Zhonglun is one of China’s leading law firms 

representing foreign and domestic clients, with offices in Beijing, Shanghai, Shenzhen, Chengdu, 

Guangzhou, Hong Kong, Tokyo, London, and New York.  

6. I have consulted widely on legal reforms in China and Asia for the Asian Development 

Bank, United States Agency for International Development (“USAID”), United Nations 

Development Programme, European Union-China, Asia Foundation, Canadian International 
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Development Agency, the Danish Foreign Ministry, and various international human rights 

organizations.  I have served as a special consultant to the Ford Foundation to review its judicial 

reform programs in China.  

7. A complete statement of my qualifications, including a full list of publications, is set forth 

in my curriculum vitae, attached hereto as Exhibit (“Ex.”) A. 

8. I have prepared this report at the request of Huawei Technologies and Huawei USA.  This 

report represents my independent assessment and opinions. 

9. For the purposes of preparing this expert report, I have reviewed and analyzed various 

Huawei documents relating to corporate governance, including the following: 

(i) Huawei Investment & Holding Co., Ltd. Charter of Corporate Governance (华为投资

控股有限公司治理章程, “Charter”); 

(ii)  Huawei Investment & Holding Co., Ltd. Articles of Association (“Articles of 
Association”);  

(iii)  Huawei Employee Business Conduct Guidelines v.3 (“Employee Conduct 
Guidelines”); and  

(iv)   Huawei’s submissions to the House Permanent Select Committee on Intelligence 
(“HPSCI”) in response to HPSCI’s October 8, 2012 investigative report. 

10. I also visited Huawei’s headquarters in Shenzhen and campus in Dongguan, where I met 

with a number of Huawei employees, including Board Secretary Jiang Xisheng, employees from 

the Secretariat Department, and employees from the Public Affairs and Communications 

Department.  I have also had other discussions with Huawei employees that informed the contents 

of this report.   

11. I have also reviewed and analyzed the laws, regulations, and legal materials of the People’s 

Republic of China (“PRC”); related documents and publications; official government reports and 

public statements of PRC officials; relevant scholarly work in English and Chinese; and reports in 

the Western and Chinese press related to Huawei.  In addition to discussions with Huawei 
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personnel and employees, I have had discussions with others with knowledge of the 

telecommunications industry and Chinese law and business practices.  I have drawn on my own 

extensive background in Chinese law and business practice, and research I conducted in 

connection with this matter. 

II. EXECUTIVE SUMMARY 

12. PRC law requires state-owned enterprises (“SOEs”), domestic private companies, and 

foreign-invested enterprises (“FIEs”) with three or more party members to establish party 

organizations.2 Accordingly, party organizations are common in China: nearly all SOEs have a 

party organization, and a large majority of domestic private companies and FIEs have party 

organizations as well. 

13. It is unremarkable, therefore, that Huawei, like the vast majority of other domestic and 

foreign companies that operate in China, has a party organization (“Huawei Party Organization”) 

in compliance with Chinese law.  Other telecommunications and technology companies, including 

some of Huawei’s main competitors, such as Nokia, Alcatel-Lucent, Samsung, Toshiba, Tencent, 

Xiaomi, Sina, and Baidu, also have party organizations.  Even U.S. companies that operate in 

China have party organizations (e.g., McDonalds and Walmart).  Accordingly, to single out 

Huawei as a national security threat based on the existence of a party organization within the 

company is illogical at best.  Conversely, deeming any and all communications equipment or 

service providers with a party organization a “covered company” and prohibiting the use of 

Universal Service Fund (“USF”) funds to purchase any equipment or services from such 

companies would have far-reaching implications well beyond Huawei. 

                                                            
2 Although PRC regulations refer to, and sometimes distinguish among, the party organization or party group (党

组织), the party branch (党支部) and the party committee (党委员会)，in practice the terms are used interchangeably.  
For the purposes of this declaration, nothing substantive hinges on the difference in terms. 
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14. Moreover, and importantly, the regulatory structure differs with respect to party 

organizations in state-owned enterprises versus party organizations in domestic private and 

foreign-invested enterprises.  Party organizations play a decidedly more restricted role in private 

enterprises than they do in SOEs.  Consistent with the role prescribed by PRC law, party 

organizations play a circumscribed and benign role in private organizations.  The law does not 

require any management or governance role, and party organizations in private companies are 

not typically given a role in the daily operation of the company or in deciding major issues. 

15. Huawei, for its part, has publicly and repeatedly stated that the Huawei Party Organization 

does not play a role in the daily operation of the company or in deciding major issues.  Huawei’s 

Charter provides a detailed description of the allocation of power and decision-making authority 

for daily operations and major business decisions.  Nowhere in the Charter is the Huawei Party 

Organization assigned a role in daily business operations or in making major commercial 

decisions.  In fact, neither the Charter nor the Articles of Association even mention the Huawei 

Party Organization. 

III. BACKGROUND 

A. Huawei’s Corporate Governance  

16. Huawei has three operating entities in the United States—Huawei USA, Huawei Device 

USA Inc. (“Huawei Device USA”), and Futurewei Technologies, Inc. (“Futurewei”).3  Huawei 

Technologies and the three U.S. operating entities are all direct or indirect wholly-owned 

subsidiaries of Huawei Investment & Holding Co., Ltd. 4 (“Huawei Holding”).5 

                                                            
3 Declaration of Leon Wang (“Wang Decl.”) (Ex. B), ¶ 3. 

4 In Chinese, 华为投资控股有限公司  

5 Wang Decl. (Ex. B), ¶ 4. 
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17. Huawei Holding is a private company wholly owned by its employee shareholders, through 

the Employee Stock Ownership Plan, and Mr. Ren Zhengfei (“Mr. Ren”), as the only natural 

person shareholder.6  No Chinese government entity owns any shares in Huawei Holding, Huawei 

Technologies, Huawei USA, Huawei Device USA, or Futurewei.7 

18. Huawei is governed by the Huawei Holding Charter, an umbrella corporate governance 

document.8  The Charter sets out the general provisions of corporate governance for Huawei 

Holding, including the election and role of the Representatives’ Commission, the selection and 

powers of the Board of Directors (“BOD”), the procedures for amending the Charter, and other 

such matters.  The Charter also describes the rights and obligations of the employee shareholders 

who participate in Huawei’s Employee Stock Ownership Plan. 

19. Huawei Holding’s Board of Directors9 is the highest body within Huawei and is ultimately 

responsible for exercising decision-making authority for corporate strategy and operations 

management, and protecting customer and shareholder interests.10  The BOD is selected by the 

shareholders, through the Huawei Investment & Holding Company Trade Union Committee11 

(“TUC”) Representatives’ Commission, and by Mr. Ren.12  In 2018, the BOD held ten meetings, 

during which it reviewed and approved matters such as the company’s medium-to-long-term 

                                                            
6 Id. ¶ 5. 

7 Id. ¶ 15. 

8 The Charter is the highest authority for corporate governance and prevails in the event of a conflict between it 
and other corporate governance documents, including a conflict with the Articles of Association of Huawei Holding.  
Charter, arts. 10 & 11. 

9 Huawei Technologies and Huawei Holding each have their own Board of Directors; but currently the same 17 
individuals serve as the members of both the Huawei Holding and Huawei Technologies Boards of Directors (“Huawei 
Board Members”).  Wang Decl. (Ex. B), ¶ 4, ¶ 8. 

10 Charter, art. 35. 

11 In Chinese, 华为投资控股有限公司工会委员会.   

12 Charter, arts. 28 & 43. 



 
7 

 

development plan, annual budget, annual audit report, corporate governance rules and regulations, 

annual profit distribution, capital increases, compliance oversight system, and cyber security 

plan.13 

20. The Executive Committee of the BOD acts as the standing executive body of the BOD and 

is empowered by the Charter to examine and reflect on major issues within the company and decide 

issues as delegated to it by the BOD.14  In 2018, the Executive Committee of the BOD held 12 

meetings.15  

21. The BOD and its Executive Committee are led by a rotating chair.16  During his or her 

term, the rotating chair serves as the foremost leader of the company.17 

22. The Huawei Party Organization exists entirely outside this corporate decision-making 

structure.18 

B. Huawei’s Party Organization 

23. In compliance with Chinese law,19 the Huawei Party Organization serves members of the 

Chinese Communist Party employed in China at any Huawei entity.20 

24.  The main function of the Huawei Party Organization “is educating employees and 

                                                            
13 Huawei Investment & Holding Co., Ltd. 2018 Annual Report (“2018 Annual Report”) (Ex. C) at 132. 

14 Charter, art. 44; 2018 Annual Report (Ex. C) at 132. 

15 2018 Annual Report (Ex. C) at 132. 

16 Charter, arts. 4 & 39. 

17 Charter, art. 4. 

18 See, e.g., In His Own Words, Dialogues with Ren Vol. I (“Dialogues with Ren Vol I.”) (Ex. D), at 86 (Japanese 
Media Roundtable) (noting that the party organization is “not an administrative department within Huawei”); id. at 
297 (Interview with LA Times); Testimony of Charles Ding, Hearing of the House Permanent Select Committee on 
Intelligence (Sept. 13, 2012) (“Testimony of Charles Ding”) (Ex. E), at 14 (“I have not seen the party committee 
participating in any business management or decision making.  It’s not even in the governance structure of Huawei.”). 

19 Infra, Section III.C. 

20 Wang Decl. (Ex. B), ¶ 7. 
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increasing employee awareness.  It reminds [Huawei] staff to comply with regulations and obey 

the law, to help ensure internal and external compliance.”21   

25. No Huawei Board Member holds any leadership position in the Chinese government or 

Huawei Party Organization; no member of the Huawei USA, Huawei Device USA, or Futurewei 

Boards of Directors holds any position in the Chinese government or Huawei Party Organization.22 

26. Members of the party organization at Huawei are not appointed, but instead elected 

democratically by vote.23 

C. The Legal Framework for Party Organizations 

27. Article 30 of the Constitution of the Communist Party of China (“CCP Constitution”) 

requires the formation of a party organization in all companies with three or more party members.24  

This requirement applies to all SOEs, domestic private companies such as Huawei, and FIEs, 

including joint ventures (“JVs”) and wholly foreign-owned enterprises (“WFOEs”).25 

                                                            
21 Dialogues with Ren Vol. I (Ex. D), at p. 86-87 (Japanese Media Roundtable), id. at 115-16 (Interview with the 

BBC). 

22 Wang Decl. (Ex. B), ¶ 8-10, 14. 

23 Dialogues with Ren, p. Vol. I (Ex. D), at 86-87 (Japanese Media Roundtable); id. at 297 (Interview with LA 
Times). 

24  CCP Constitution, as amended on October 24, 2017 (Ex. F), available at 
http://www.xinhuanet.com//english/download/Constitution_of_the_Communist_Party_of_China.pdf.  Article 30 of 
the CCP Constitution provides: 

A primary-level party organization shall be formed in any enterprise . . . where there are 
three or more full party members. Primary-level party organizations shall, according to the 
requirements of their work and party member numbers, and with the approval of higher-
level party organizations, establish primary-level party committees, general party branch 
committees, or party branch committees. A primary-level party committee is elected 
through a general meeting or a meeting of delegates and a general party branch committee 
or a party branch committee is elected through a general meeting, and in nominating 
candidates for these committees, the opinions of both party and non-party members shall 
be widely solicited. 

Id.  This requirement is also set out in Article 4 of the Regulation on the Branch Work of the Communist Party of 
China (Trial), (Nov. 25, 2018) (“Party Branch Work Regulations”) (Ex. G), available in Chinese at 
http://www.xinhuanet.com/politics/2018-11/25/c_1123764501.htm.   

25 CCP Constitution (Ex. F), art. 30.  Establishment of party organizations began in FIEs, with the CCP Central 
Organization Department issuing the Opinions on Strengthening Party Work in Sino-Joint Ventures in February 1984, 
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28. Article 19 of the Company Law of the People’s Republic of China requires companies to 

provide the “necessary conditions” for the activities of party organizations, which shall be 

established within the company according to the CCP Constitution.26  The Company Law does not 

require party organizations to have any management or governance role. 

29. The CCP Constitution and other party regulations distinguish between the role of the party 

organizations in SOEs and in private companies, like Huawei.  Party organizations play a 

decidedly more minor role in private companies.  For example, Article 33 of the CCP Constitution 

calls on party organizations within SOEs to play a leadership role in discussing and deciding major 

issues for the company in accordance with laws and regulations, and in supporting shareholders, 

the board of directors, the supervisory board, and management in exercising their lawful rights and 

duties.27   

                                                            
followed by the Opinions on Further Strengthening Party Work in Foreign Firms in August 1993.  See Xiaojun Yan 
& Jie Huang, “Navigating Unknown Waters:  The Chinese Communist Party’s New Presence in the Private Sector,” 
China Review, Vol. 17, No. 2, at 43 (2017) (Ex. H).  Establishment of party organizations in domestic private 
companies began with the issuance of Opinions on Conducting Party Building Work in Individual Household 
Businesses and Private Enterprises in 2000.  Id. at 45.  However, the process began in earnest in 2012 with the issuance 
of Opinions on Strengthening and Improving Party Building in Non-State Enterprises.  Id. at 45-46. 

26 Company Law of the People’s Republic of China (rev. 2018), 2018 China Law LEXIS 1317 (Ex. I). 

27 Jake Laband, “Fact Sheet:  Communist Party Groups in Foreign Companies in China,” China Business Review 
(May 31, 2018) (Ex. J), https://www.chinabusinessreview.com/fact-sheet-communist-party-groups-in-foreign-
companies-in-china/ (“While previous versions of the CCP Constitution called for party groups to play a ‘core political 
role,’ the revised version calls for these groups to play an expanded leadership role, ensure the implementation of 
party policy, and discuss and decide major issues for their enterprise.”).   

Article 33 of the CCP Constitution (Ex. F) provides: 

The leading party members groups or party committees of state-owned enterprises shall 
play a leadership role, set the right direction, keep in mind the big picture, ensure the 
implementation of party policies and principles, and discuss and decide on major issues of 
their enterprise in accordance with regulations. Primary-level party organizations in state-
owned or collective enterprises should focus their work on the operations of their enterprise. 
Primary-level party organizations shall guarantee and oversee the implementation of the 
principles and policies of the party and the state within their own enterprise and shall 
support the board of shareholders, board of directors, board of supervisors, and manager 
(or factory director) in exercising their functions and powers in accordance with the law. 
They shall wholeheartedly rely on the workers and office staff and support the work of 
workers’ representative congresses; and they shall participate in making decisions on major 
issues in the enterprise. They shall strengthen their own organizational development and 
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30. In sharp contrast, Article 33 contemplates a much more circumscribed role for party 

organizations within private companies.  They are mainly charged with ensuring the company 

complies with generally applicable laws, overseeing the trade union, and promoting the healthy 

development of the company.28  They are notably not given a role in the daily operation of the 

company or in deciding major issues. 

31. Article 10 of the Party Branch Work Regulations explicitly calls for party organizations in 

different types of entities to play different roles:  “Party branches in different fields shall undertake 

different key tasks according to their actual circumstances.”29  Article 10 then goes on to restate 

the distinction between the role of party organizations in SOEs and in non-SOEs, again providing 

no role for party organizations in non-SOEs in daily operations or in deciding major issues.30   

32. Article 10(3) provides that “Party Branches in [SOEs] . . . shall ensure and oversee the 

implementation of the policies and principles of the party and the state, focus their work on the 

operations of their enterprise, discuss and decide on major issues of the enterprise in accordance 

with regulations, serve reform and development, unite workers and the masses, establish the 

corporate culture, and create first-rate performance.”31 

                                                            
lead work on political thinking, efforts toward cultural-ethical progress, and work on trade 
unions, Communist Youth League organizations, and other people’s group organizations. 

28 Article 33 of the CCP Constitution (Ex. F) provides:  

Primary-level Party organizations in non-public sector entities shall implement the Party’s 
principles and policies, guide and oversee their enterprises’ observance of state laws and 
regulations, exercise leadership over trade unions, Communist Youth League organizations, 
and other people’s group organizations, promote unity and cohesion among workers and 
office staff, safeguard the legitimate rights and interests of all parties, and promote the 
healthy development of their enterprises. 

29 Party Branch Work Regulations (Ex. G), art. 10.  

30 Id., arts. 10(3) & 10(5). 

31 Id., art. 10(3) (emphasis added). 
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33.  In contrast, Article 10(5) provides:  “In a non-public economic institution, the party branch 

provides guidance to and oversees the enterprise in strictly observing the laws and regulations of 

the state, unites the workers and the masses, upholds the rights and interests of all parties according 

to law, establishes a modern corporate culture and promotes the healthy development of the 

enterprise.”32  Notably, in contrast to Article 33 of the CCP Constitution, Article 10(5) of the Party 

Branch Work Regulations sets out an even narrower role for party organizations in non-SOEs.  

Article 10(5) does not include “implement[ing] the Party’s principles and policies” or “exercis[ing] 

leadership over trade unions, Communist Youth League organizations, and other people’s group 

organizations.”33 

34. Recent policies have also highlighted the distinction between SOEs and non-SOEs, with 

party organizations in SOEs being assigned a broader role in corporate decision-making and daily 

operations.34  The Central Committee of the CCP approved Regulations on the Work at Primary-

Level Party Organizations of State-Owned Enterprises on November 29, 2019.35  The Regulations 

include provisions that set out the main roles for party organizations in SOEs,36 require SOEs to 

spell out the roles and responsibilities of party organizations in their Articles of Association,37 

                                                            
32 Id., art. 10(5). 

33 Compare id., art. 10(5), with CCP Constitution (Ex. F), art. 33. 

34 It bears noting, however, that since the beginning, the role of party organizations in private companies has been 
more limited out of concern that an expansive role for the party organization that encroached on daily operations and 
business management would have an adverse impact on firm performance and economic growth.  See Yan and Huang 
(Ex. H), supra, at 59 n.31 (citing internal debates leading up to the issuance of the Opinions on Conducting Party 
Building Work in Individual Household Businesses and Private Enterprises in 2000). 

35 “Regulations on the Work at Primary-Level Party Organizations of State-Owned Enterprises (SOEs) (Trial) 
Issued by the CPC Central Committee,” Xinhua News Agency (“SOE Party Work Regulations”) (Ex. K), available at 
http://www.gov.cn/zhengce/2020-01/05/content_5466687.htm (effective Dec. 30, 2019). 

36 See, e.g., id., art. 3 & art 11(3)-(4).  

37 Id., art. 13.  
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provide guidelines for assigning roles for party organization members on the board or other senior 

management bodies,38 and set forth the issues on which party organizations shall weigh in.39  

35. In contrast, the Central Committee of the CCP, in conjunction with the State Council, 

issued the Opinion on Creating a Better Development Environment to Support the Reform and 

Development of Private Enterprises (the “Opinion”) around the same time.40  The general thrust 

of the Opinion is to ensure fair competition and equal treatment for private enterprises operating 

in China, including with respect to bank loans, public-private research opportunities, and access 

to other resources.41   The Opinion also encourages private companies to improve corporate 

governance and adopt modern management practices.42  While Paragraph 26 touches on the role 

of party organizations in private companies, notably absent is any role assigned to party 

organizations in corporate decision-making or daily operations, any requirement to write the role 

of the party organization into the articles of association of the company, or any recommendations 

or other guidelines to assign board seats or management responsibilities to party organization 

members.43  The absence of these duties and functions clearly shows the distinction between the 

roles of the party organizations within SOEs and non-SOEs. 

                                                            
38 Id., art. 14. 

39 Id., art. 15. 

40 “Opinion of the Central Committee of the Communist Party of China and the State Council on Creating a Better 
Development Environment to Support the Reform and Development of Private Enterprises,” Xinhua News Agency 
(Dec. 4, 2019) (Ex. L), available at http://www.gov.cn/zhengce/2019-12/22/content_5463137.htm. 

41 See, e.g., id., ¶ 2 (“Basic principles. Adhere to fair competition, treat all types of market players equally, create 
a market environment, a policy environment, and a law environment for fair competition, and ensure equal rights, 
equal opportunities, and equal rules . . . .”). 

42 See, e.g., id., ¶ 14 (“Encourage private enterprises with the right conditions to accelerate the establishment of a 
modern enterprise system with a reasonable governance structure, shareholder conduct norms, effective internal 
constraints as well as efficient and flexible operation, and attach importance to the role of corporate lawyers and legal 
counsels . . . .”). 

43 See id., ¶ 26.  
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IV. OPINIONS AND ANALYSIS 

A. Party Organizations are Common in All Types of Companies Operating in China 

36. As one would expect given the legal requirement that party organizations be established in 

companies with three or more party members, party organizations are common in all types of 

enterprises operating in China, whether SOEs, domestic private companies, or FIEs. 

37. According to the All-China Federation of Trade Unions, 99.98% of SOEs have a party 

organization,44 while about 68% of domestic private companies and 70% of FIEs have party 

organizations.45  According to another study, over 95% of large private companies have party 

organizations.46 

38. In addition to Huawei, other telecommunications and technology companies with party 

                                                            
44  Zhiqiang Dong, Zijun Luo, & Xiahai Wei, “Social Insurance with Chinese characteristics: The role of 

Communist Party in private firms,” 37 China Economic Review 40, 41 n.5 (2016) (Ex. M) (99.98% of SOEs have 
party organizations, citing statistics from the All-China Federation of Trade Unions).  According to the Central 
Commission for Discipline Inspection, 93.2% of 147,000 SOEs have party organizations.  See “How to Succeed in 
China? Communist Party Groups in Your Company,” Bloomberg (Oct. 19, 2017) (“How to Succeed in China”) (Ex. 
N), available at https://www.bloomberg.com/news/articles/2017-10-19/how-to-succeed-in-china-communist-party-
groups-in-your-company. 

45 “How to Succeed in China” (Ex. N), supra (noting 67.9% of China’s 2.7 million private companies had 
established party organizations by October 2017); He Huifeng, “German trade body warns firms may pull out of China 
over Communist Party pressure,” South China Morning Post (Nov. 29, 2017) (Ex. O), available at 
https://www.scmp.com/news/china/economy/article/2122104/german-trade-body-warns-firms-may-pull-out-china-
over-communist (about 106,000 FIEs had established party organizations as of the end of 2016, more than double the 
amount in 2011). 

46 Yan & Huang (Ex. H), supra, at 38, 57 n.6 (“large” meaning RMB 5 million in annual revenue or more than 
50 employees). 
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organizations include Nokia, 47  Alcatel-Lucent, 48  Samsung, 49  Tencent, 50  Xiaomi, 51  Sina, 52 

Baidu,53 and Toshiba.54  Other well-known PRC companies with party organizations include the 

online retailer JD.com, Inc.55 (similar to Amazon in the U.S.) and retailer Suning Commerce 

Group56 (similar to Best Buy in the U.S.). 

39. Nokia, for example, operates in China through Nokia Shanghai Bell, which is a joint 

venture with China Huaxin, a state-owned investment company.57  Nokia Shanghai Bell has a party 

organization.58  As a joint venture with significant state-ownership,59 the influence of Nokia’s 

party organization extends to the highest levels of company management.  As typical of SOEs,60 

                                                            
47 Michael Martina, “Exclusive: In China, the Party’s push for influence inside foreign firms stirs fears,” Reuters 

Business News (Aug. 24, 2017) (Ex. P), https://www.reuters.com/article/us-china-congress-companies-
idUSKCN1B40JU. 

48  Zhang Xu, “CPC Presence in foreign firms,” Global Times (Oct. 28, 2016) (Ex. Q),  
https://www.pressreader.com/china/global-times/20161027/282200830467313. 

49 Martina (Ex. P), supra. 

50 Shui Muran, “Tencent has more than 7,000 Party members, and the scale of its Party organization appeals to 
young people!” (Oct. 17, 2017) (Ex. R), http://mini.eastday.com/bdmip/171017174832624.html#.   

51  Zhang Ye, “Private sector Party Committees start to bloom,” Global Times (July 1, 2016) (Ex. S), 
http://www.globaltimes.cn/content/991704.shtml. 

52 Emily Feng, “China tech groups display closer ties with Communist party, Financial Times (Oct. 10, 2017) (Ex. 
T), https://www.ft.com/content/6bc839c0-ace6-11e7-aab9-abaa44b1e130 (more than 35 tech companies, including 
major companies like Sina and Baidu, have established party organizations). 

53 Id. 

54 Xu (Ex. Q), supra. 

55 Ye (Ex. S), supra. 

56 Id. 

57 Nokia is reported to own 50% plus 1 share.  Jussi Rosendahl, “Nokia Agrees on ‘Shanghai Bell’ Joint Venture 
with China Huaxin,” Reuters (Aug. 28, 2015) (Ex. U), https://www.reuters.com/article/us-nokia-china/nokia-agrees-
on-shanghai-bell-joint-venture-with-china-huaxin-idUSKCN0QX16B20150828.  Accordingly, China Huaxin owns 
the remaining shares.  See id. 

58 Martina (Ex. P), supra. 

59 Although Nokia Shanghai Bell is a joint venture with Nokia owning 50% plus one share (supra n.57), the 
company is included on the list of centrally-owned SOEs.  State Council’s List of State-owned Enterprises (Dec. 29, 
2017) (Ex. V), available at http://www.sasac.gov.cn/n2588035/n2641579/n2641645/c4451749/content.html (Nokia 
Shanghai Bell is no. 91). 

60 See SOE Party Work Regulations, art. 14 (Ex. K), supra.  By the end of 2017, the company party secretary also 
served as chairman of the board in 90% of core central state-owned enterprises.  Wendy Leutert, “Firm Control: 
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the Secretary of the company’s party organization serves as Chairman of the Board of Directors.61  

The Deputy Secretary of the company’s party organization was also appointed to the Board of 

Directors.62  Because of its unique nature as a centrally state-owned joint-venture company, Nokia 

Shanghai Bell’s party organization reportedly plays a significant role in the company’s daily 

operation.63 

40. It also bears noting that well-known U.S. companies operating in China, such as 

                                                            
Governing the State-owned Economy Under Xi Jinping,” China Perspectives, 2018/1-2, at 30 (Ex. W), available at 
https://journals.openedition.org/chinaperspectives/7605. 

61 Janita Kan, “Key Australian 5G Network Suppliers Have Ties With Chinese Communist Party,” Epoch Times, 
(Aug. 15, 2018) (Ex. X), https://www.theepochtimes.com/key-australian-5g-network-suppliers-have-ties-with-
chinese-communist-party_2624342.html; see also “Management,” Nokia Shanghai Bell (Ex. Y), https://www.nokia-
sbell.com/staticpage/index?page=CompanySurvey. 

62 “State-owned Enterprise Staffing Adjustment,” State-Owned Assets Supervision and Administration 
Commission of the State Council (Aug. 14, 2017) (Ex. Z). 

63 Yuan Xin, Party Committee Secretary and Board Chairman of Nokia Shanghai Bell Co., Ltd., described the role 
of the party organization as follows:   

[T]he party committee plays the core roles of leadership and politics in decision making, 
implementation guiding, and effective supervision in the enterprise governance structure 
by implementing the policy of holding party and government posts concurrently. The 
second is to conduct party building around the core enterprise tasks based on the 
requirement that the Party must supervise its own conduct. The third is to unite sino-foreign 
efforts in an open and tolerant manner. We will keep improving enterprise party building 
in terms of law, organization, and regulation, and give full play to the party work group's 
ability to maintain stability and improve harmony during the special period of enterprise 
integration. 

See Yuan Xin, “An enterprise party organization must be oriented toward directing, team building, 
and atmosphere fostering” (Ex. AA). 
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McDonalds,64 Walmart,65 General Electric,66 Walt Disney,67 Dupont,68 and Deloitte69 also have 

party organizations. 

41. Accordingly, while Huawei has a party organization just like the large majority of 

companies that conduct business in China, singling Huawei out as a threat to national security 

based on the existence of a company party organization is illogical. 

B. Party Organizations Play a Limited and Benign Role in Private Companies 

42. Despite the oftentimes alarmist headlines in foreign media reports about the role of party 

organizations in non-SOEs, 70  the available evidence shows that party organizations play a 

circumscribed and benign role in both private domestic and foreign companies, and that they do 

not generally participate in daily operations or in making major business decisions.71   

43. This evidence confirms the prescribed role of party organizations in private companies 

under PRC law, which as discussed above, is far more limited than that of SOEs.72   Party 

                                                            
64  “McDonalds opens first restaurant in Beijing,” UPI Archives (April 23, 1992) (Ex. CC), 

https://www.upi.com/Archives/1992/04/23/McDonalds-opens-first-restaurant-in-Beijing/7557704001600/. 

65 Mei Fong, “Wal-Mart Bends to Party Rules in China, Allowing Store Cells,” Wall Street Journal (Dec. 19, 2006) 
(Ex. BB), https://www.wsj.com/articles/SB116643170055253261. 

66 “How to Succeed in China” (Ex. N), supra. 

67 Chun Han Wong & Eva Dou, “Foreign Companies in China Get a New Partner: The Communist Party,” Wall 
Street Journal (Oct. 29, 2017) (Ex. DD), https://www.wsj.com/articles/foreign-companies-in-china-get-a-new-
partner-the-communist-party-1509297523. 

68 Frank Fang, “China Tightens Control on Foreign Companies With Party Apparatus,” Epoch Times (Oct. 27, 
2017) (Ex. EE), https://www.theepochtimes.com/china-tightens-control-on-foreign-companies-with-party-
apparatus_2343482.html (“DuPont was the first foreign company in the Pudong New District to set up a Party branch 
when it opened an office there in 1990.”). 

69 Xu (Ex. Q), supra. 

70 See, e.g., Martina (Ex. P), supra; He Huifeng (Ex. O), supra; Simon Denyer, “Command and Control: China’s 
Communist Party Extends Reach into Foreign Companies,” Washington Post (Jan. 28, 2018) (Ex. FF), 
https://www.washingtonpost.com/world/asia_pacific/command-and-control-chinas-communist-party-extends-reach-
into-foreign-companies/2018/01/28/cd49ffa6-fc57-11e7-9b5d-bbf0da31214d_story.html?utm_term=.949b82ac9dca. 

71 Denyer (Ex. FF), supra (noting that WFOEs have not felt as much pressure to establish party organizations and 
that JVs have resisted efforts to expand the role of party organizations). 

72 Supra, Section III.C. 
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organizations in private enterprises are not required to, and generally do not, hold leadership 

positions or participate in major company business decisions.73  Instead, party organizations are 

mainly charged with ensuring the company complies with generally applicable laws, overseeing 

the trade union, and promoting the healthy development of the company.74   

44. Media reports surveying the experiences of foreign companies confirm that the role of the 

party organization is limited: 

[S]everal executives with foreign companies in China said that the 
role of party units was benign and could help to resolve issues with 
officials.  A party member at a U.S.-based Fortune 500 company in 
Shanghai said her firm’s unit was not involved in business matters 
and instead engaged in activities such as planting trees and 
sponsoring children.  ‘They will give you some tickets to see movies 
together.  When the State Council has a meeting and there’s some 
news they will send bullet points by email.’75  

 
45. Academic surveys have also found that party organizations in private companies have 

adopted a depoliticized, business-friendly role that seeks to support management and provide 

services to employees,76 and is responsive to companies’ needs and requests.77  Party organizations 

in private companies “have been instructed to support production services and employees’ welfare 

rather than intervening in firms’ day-to-day management and strategic planning.”78   

46. President Xi Jinping has endorsed the more limited, supportive role for party organizations 

                                                            
73 Id. 

74 CCP Constitution (Ex. F), art. 33. 

75 Martina (Ex. P), supra; see also Fong (Ex. BB), supra (“Xia Jincheng, party secretary in Wal-Mart’s Tianjin 
store, said most members in Wal-Mart’s party cells are midlevel or senior executives, who participate in such activities 
as studying party materials . . . . Other multinational companies operating in China have Communist Party branches, 
and analysts said they generally don’t interfere with such companies' management.”); see also Yan & Huang (Ex. H), 
supra, at 54 (finding that party organizations in private companies organized numerous recreational activities, 
welcomed by employees, such as sports, singing competitions, speech contests and sightseeing excursions). 

76 Yan & Huang (Ex. H), supra, at 54. 

77 Id. at 50. 

78 Id. at 53.   
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in private companies: “Party building in private enterprises cannot be conducted without 

consideration of production and business activities. It should be carried out around the central 

missions of enterprises and be conducive to business development.”79 

47. According to the US-China Business Council, company best practices do not provide a 

managerial role for party organizations.  Rather, “party organizations could serve as a channel or 

platform to coordinate local employee non-work activities or management-employee 

communications.” 80   Similarly, the Chinese Party Committee news website notes that party 

organizations in FIEs usually do not participate in decision-making, but nevertheless play a 

positive role within the companies.81 

48. In response to concerns about the role of party organizations in private companies, China’s 

government information office described them as a positive force, “like an auxiliary human-

resource department.”82  The party organization does not interfere with management or daily 

operations but rather advises company managers on government policies, helps recruit and 

cultivate talent,83 and resolves friction between management and employees.84  Further, the State 

Council Information Office has confirmed that party organizations do not interfere in the normal 

operating activity of joint venture or foreign-invested companies, and that party organizations are 

                                                            
79 Id. (citing a speech by Xi when he was a member of the Politburo Standing Committee at a National Conference 

on Party Building in Private Enterprises). 

80 Laband (Ex. J), supra.  

81 See Xiaonan & Chaokai, “‘Party-building + Foreign Enterprises’ Release ‘Red Productivity’” (Jan. 18, 2018) 
(Ex. GG), http://dangjian.people.com.cn/n1/2018/0118/c117092-29772309.html (the report cited Samsung, Mercedes, 
Hyundai, and Ford as good examples showing the positive function of the party organization). 

82 Wong & Dou (Ex. DD), supra. 

83 See “How to Succeed in China” (Ex. N), supra (“a General Electric Co. executive told Shanghai officials that 
its most outstanding workers were party members and its best factory floors were those organized by the party 
organization”). 

84 Wong & Dou (Ex. DD), supra. 
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widely welcomed within companies for the positive role they play.85  

49. Even official sources acknowledge based on national surveys that party organizations play 

a limited and marginal role in the operation of private companies.86 

50. It is unreasonable to deem Huawei a national security threat based on the existence of a 

company party organization when, as a private company, the role of the Huawei Party Organization 

is extremely limited. 

C. The Party Organization in Huawei Is Not Involved in Operational Decision-Making 

51. As is the case with party organizations in other private companies, the Huawei Party 

Organization plays a very limited role in the company’s day-to-day operations.   

52. Consistent with the media descriptions above regarding party organizations in private 

companies, the role of the Huawei Party Organization has been described as “educating employees 

and increasing employee awareness.  It reminds [Huawei] staff to comply with regulations and 

obey the law, to help ensure internal and external compliance.”87   

53. Huawei’s Charter of Corporate Governance provides a detailed description of the 

allocation of power and the decision-making authority for daily operation and major business 

decisions.88  Nowhere in the Charter is the Huawei Party Organization assigned a role in daily 

business operations or in making major commercial decisions.  Neither the Charter nor the Articles 

of Association even mention the Huawei Party Organization.89 

                                                            
85 Martina (Ex. P), supra. 

86 Yan & Huang (Ex. H), supra, at 55, n.73 (citing a national survey finding that only 0.4% of private entrepreneurs 
thought the party organization played an essential role in the operation of the company). 

87 Dialogues with Ren Vol. I (Ex. D), at 86-87 (Japanese Media Roundtable); id. at 115-16 (Interview with the 
BBC) (“The party committee at Huawei only educates its employees; it is not involved in any business decisions.”). 

88 See, supra, Section III.A. 

89 Supra, Section II. 
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54. Huawei’s Employee Business Conduct Guidelines also do not explicitly mention the party 

organization.90  Further, Article 5.3 of the Employee Conduct Guidelines states:  “Employees’ 

participation in political activities or community activities should not infringe on their Company 

schedule, assets, or resources; influence the fulfillment of their job duties; or influence their 

professional judgment.”91   Article 5.3 goes on to emphasize that the business of Huawei is 

business, not politics, and that employees must not, without authorization, “in the name of the 

Company or as an employee of the Company, participate in any political activities, voice any 

political opinions, or participate in any community activities.”92   Employees whose political 

activities adversely impact the Company shall be required to resign to avoid any further conflict 

of interest.93 

55. Huawei’s CEO, Mr. Ren, has described the Huawei Party Organization as serving an 

educational purpose.94   Mr. Ren has also repeatedly explained the limited role of the party 

organization at Huawei, emphasizing that the party organization is not integrated into the 

governance structure and does not participate in any business management or business decision-

making.95  Instead, the Board of Directors serves as the decision-making body responsible for 

                                                            
90 Huawei Employee Business Conduct Guidelines v.3 (May 2014) (Ex. HH), at 27. 

91 Id. 

92 Id. 

93 Id. 

94 In His Own Words, Dialogues with Ren Vol. II (Ex. II), at 350 (Sky News Interview) (“Under the new model, 
party committees in enterprises are there just for educational purposes.  They educate employees to work hard and 
refrain from immoral or illicit behaviour.”). 

95 BBC Interview with Ren Zhengfei (Feb. 24, 2019), https://www.youtube.com/watch?v=vxoeLLq14zI; see also 
Dialogues with Ren Vol. I (Ex. D), at 86-87 (Japanese Media Roundtable) (“The Party does not get involved in any 
of the company’s decisions or operations. Its main function is educating employees and increasing employee 
awareness. It reminds our staff to comply with regulations and obey the law, to help ensure internal and external 
compliance.”); id. at 115 (Interview with the BBC) (“[B]efore we established a party committee, the Chinese branches 
of Motorola, IBM, and Coca Cola had already established theirs. This is a requirement of the Chinese law, and we 
operate in accordance with law. The role of this committee is to unite employees and encourage them to work harder 
and build their wealth, as this is in the interests of the countries, their people, and the employees themselves.”); id. at 
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corporate strategy, operations management, ensuring customer satisfaction, and protecting 

shareholder interests.96 

56. As a private enterprise, PRC law does not require the Huawei Party Organization to have 

any management or governance role.  Consistent with this law and the practice of the other private 

companies described above, Huawei has confirmed that its Party Organization has a limited role.97 

57. Unlike Nokia, Huawei has no state ownership and is instead completely privately owned.98  

In contrast to the reportedly more significant role of Nokia’s party organization in daily operations 

and corporate decision-making, the Huawei Party Organization does not play an active role in 

daily operations or corporate decision-making on major issues.99   Nor does any member of 

Huawei’s BOD hold a leadership position in the Huawei Party Organization.100  

58. Mr. Ren’s description of the Huawei Party Organization serving in a limited role is 

consistent with academic articles, empirical surveys, media reports, my own experience and 

                                                            
297 (Interview with LA Times) (“Huawei’s party committee isn’t in any way involved in our business decisions. Their 
biggest responsibility is ensuring the integrity and business conduct of our employees.”); see Huawei’s First Response 
to HPSCI (July 3, 2012) (Ex. JJ), at 3 (“The Party Committee at Huawei is not involved in any of the company’s 
business operations.”); Testimony of Charles Ding (Ex. E), supra, at 14 (“I have not seen the party committee 
participating in any business management or decision making.  It’s not even in the governance structure of Huawei 
and I’ve been working with Huawei for over 17 years.  I’ve not seen a single occasion when the party committee 
participates in any of the business operation[s] or management . . . . The party committee in Huawei is focusing on 
promoting professional ethics and employee caring.”); Ren Zhengfei’s Roundtable with Media from Latin America 
and Spain (Ex. KK), at 1 (Dec. 11, 2019) (When asked if it is “possible for a company to operate independently from 
the Chinese government and Chinese Communist Party,” Mr. Ren responded that “[t]he answer is yes.  China has laws 
that guarantee this. Within the boundaries of the law, private firms operate independently, with clear-cut ownership.”); 
see also Huawei Chairman Liang Hua’s Interview with The Globe and Mail Journalist (Ex. LL), at 8-9 (Feb. 1, 2019). 

96 Declaration of Fan Zhiyong (Ex. MM), ¶ 19. 

97 See supra IV.C.  

98 See, e.g., Dialogues with Ren Vol. I (Ex. D), at 14 (International Media Roundtable) (“[T]he company is owned 
by our 96,768 shareholding employees. Our shareholding employees are currently working at Huawei or are retired 
former employees who have worked at Huawei for years.  There is no single individual that owns even one cent of 
Huawei’s shares without working at Huawei.  There is no external institution or government department that owns 
our shares, not even one cent’s worth.”); 2018 Annual Report (Ex. C), at 5 (“Huawei is a private company wholly 
owned by its employees.  No government or any third party holds shares in our company or intervenes in our operations 
and decision-making.”). 

99 Supra, Section IV.C. 

100 Wang Decl. (Ex. B), ¶ 9, 14. 
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understanding of the circumstances, and PRC law.  

59. Because the Huawei Party Organization is not involved in the company’s daily operations 

or business decisions, it is unreasonable to conclude that the existence of a party organization 

makes Huawei a national security threat. 

V. CONCLUSION 

60. Party organizations are required under Chinese law and are a routine part of business in 

China.  The role that has been described for the Huawei Party Organization is consistent with my 

understanding of how these committees generally operate within private companies, which is not 

to play any role in the daily operations or business decisions of the company. 

Based on my understanding of PRC law, Chinese party organizations, Huawei’s corporate 

governance, and the operations of the Huawei Party Organization, there is no indication that the 

Chinese government could or would exert influence over major corporate decisions or the daily 

operations of the company through the Huawei Party Organization.  
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The East Asian Model and the Sequencing Debate: Lessons from China and Vietnam, in Legal Reforms in 
China and Vietnam  (John Gillespie and Albert Chen eds., Taylor and Francis, 2010) 

Law and Development in China and India: The Advantages and Disadvantages of Front-loading the Costs 
of Political Reform, in China, India and the International Economic Order (M. Sornarajah and 
Wang Jiangyu eds., Cambridge University Press 2010) 

The Future of Rule of Law: Challenges and Prospects for the Field, 1 The Hague Journal on the Rule of 
Law (2009) 

Pushing Back on Globalization: An Introduction to Regulation in Asia (with John Gillespie), in 
Regulation in Asia: Pushing Back on Globalization (John Gillespie and Randall Peerenboom eds., 
Routledge 2009) 

Resistance, revision and retrenchment in the transition to a competitive market economy in China, in 
Regulation in Asia (John Gillespie and Randall Peerenboom eds., Routledge 2009) 

Rule of Law in China and India: A Historical-Cultural Approach, 68 Journal of Asian Studies (2009) 

Middle Income Blues, The East Asian Model and Implications for Constitutional Development in China, 
in Constitutionalism and Judicial Independence in China (Stephanie Balme and Michael Dowdle 
eds., Palgrave,  2009) 

Dispute Resolution in China: Patterns, Causes and Prognosis (with He Xin), 4 East Asian Law Review 1 
(2009), abridged version in Dispute Resolution in China (Oxford: Oxford Foundation for Law, 
Justice and Society, 2008). 
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More Law, Less Courts: Legalized Governance, Judicialization and Dejudicialization in China, in 

Administrative Law and Governance in Asia (Tom Ginsburg and Albert Chen, eds., 
RoutledgeCurzon 2008) 

 
Development of Rule of Law (with Weitseng Chen), in Political Change in China and the Taiwan 

Experience (Larry Diamond and Bruce Gilley eds., Boulder: Lynne Reinner, 2008) 
 
Rule of Law in China, American Bar Association Insights on Law and Society (Spring 2008)  
 
Are China’s Legal Reforms Stalled? in Is China Trapped in Transition? (Oxford Foundation for Law, 

Justice and Society 2007) 
 
Regulating Business, in The Regulatory Impact on Doing Business in China (Oxford Foundation for Law, 

Justice and Society, 2007)   
 
The Dynamics and Politics of Legal Reform in China: Induction, Deduction and, above all, Pragmatism, 

in Law Reform in Developing and Transitional States (T. Lindsey ed., Routledge, 2007). 
 
Judicial Accountability and Judicial Independence: An Empirical Study of Individual Case Supervision, 

55 The China Journal 67-92 (2006), reprinted in Andrew Kipnis, Luigi Tomba, and Jonathan 
Unger (eds.), Contemporary Chinese Society and Politics, Vol. 2 (London and New York: 
Routledge Publisher, 2009), pp. 333-358 

 
The Fire-breathing Dragon and the Cute Cuddly Panda: The Implications of China’s Rise for Developing 

Countries, Human Rights and Geopolitical Stability, 7 Chicago Journal of International Law 1-
34 (2006) 

 
What Have We Learned about Law and Development?  Describing, Predicting and Assessing Legal 

Reforms in the People’s Republic of China, 27 Michigan Journal of International Law (2006) 
 
Law and Development of Constitutional Democracy in China: Problem or Paradigm?, 18 Columbia 

Journal of Asian Law (2005/2006), reprinted as Law and Development: Is China a Problem Case?, 
Annals of the American Academy of Political and Social Sciences 192 (2006).  

 
Human Rights and Rule of Law: What’s the Relationship? 36:1 Georgetown International Law Review 

809-945 (2005). 
 
Assessing Human Rights in China: Why the Double Standard?, 38:1 Cornell  International  Law Journal 

71-172 (2005), excerpted version Human Rights in China, in Human Rights in Asia (Routledge, 
2006). 

 
Human Rights, China and Cross-Cultural Inquiry: Philosophy, History and Power Politics, 55:2 

Philosophy East & West 283-320 (2005). 
 
Show Me the Money: The Dominance of Wealth in Determining Rights Performance in Asia, 15:1 Duke 

International Law Journal 75-152 (2004), excerpted version, An Empirical Overview of Human 
Rights in Asia, France and the US, in Human Rights in Asia (Routledge, 2006). 

 
Varieties of Rule of Law, in Asian Discourses of Rule of Law 1-55 (2004). 
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Out of the Pan and into the Fire: Well-intentioned but Misguided Recommendations to Eliminate 
Administrative Detention in China, 98 Northwestern Law Review 991-1104 (2004). 

  
Social Networks, Civil Society, Democracy and Rule of Law: A New Conceptual Framework, in The 

Politics of Affective Relations: East Asia and Beyond, 249-276 (Hahm Chaihark & Daniel Bell 
eds., Lexington Books, 2004).  

 
Beyond Universalism and Relativism: The Evolving Debates about "Values in Asia", 14 Indiana 

International and Comparative Law Review 1-85 (2003), excerpted version, Answering the Bell: 
Round 2 of the Asian Values Debates, in 42 Korea Journal 194-240 (2002). 

 
The X-Files: Past and Present Portrayals of China’s Alien “Legal System,” 2 Global Studies Law Review 

37-96 (2003). 
 
Let One Hundred Flowers Bloom, One Hundred Schools Contend:  Debating Rule of Law in China 23:2 

Michigan Journal of International Law 1 (2002), excerpted version published as Competing 
Conceptions of Rule of Law in the People’s Republic of China, in East Asian Law – Universal 
Norms and Local Culture (Arthur Rosett et al. eds., RoutledgeCurzon, 2002), and in Asian 
Discourses of Rule of Law. 

 
Social Networks, Rule of Law and Economic Growth in China: The Elusive Pursuit of the Right 

Combination of Public and Private Ordering, 31:2 Global Economic Review 1-20 (2002).  
 
Law and Religion in Early China, in Religion, Law and Tradition (Andrew Huxley ed., Taylor and 

Francis, 2002). 
 
Law Enforcement and the Legal Profession in China, in Implementation of Law in the People’s Republic 

of China 125-148  (Jianfu Chen et al. eds., Kluwer Law International, 2002). 
 
A Government of Laws: Democracy, Rule of Law and Administrative Law Reform in the People’s 

Republic of China, 12:34 Journal of Contemporary China 45-68 (2002), updated and revised 
version in Debating Political Reform in China: The Rule of Law vs. Democratization 58-78  
(Suisheng Zhao ed., Rowman and Littlefield, 2006). 

 
Seek Truth from Facts: An Empirical Study of the Enforcement of Arbitral Awards in the People’s 

Republic of China, 49 American Journal of Comparative Law 249-327 (2001), reprinted in 
Empirical Research on International Commercial Arbitration (Kluwer Law International, 2004). 

 
Globalization, Path Dependency and the Limits of Law: Administrative Law Reform and Rule of Law in 

the People’s Republic of China, 19 Berkeley J. Int’l. L. 161-264 (2001), updated and revised 
version in China’s Deep Reform: Domestic Politics in Transition 191-225 (Lowell Dittmer and 
Guoli Liu eds. 2006). 

 
The U.S. Spy Plane Incident: An Examination of Legal Issues, 2 Heartland Eurasian Review of 

Geopolitics 103-114 (2001). 
  
The Limits of Irony:  Rorty and the China Challenge, 50:1 Philosophy East & West 56-89 (2000). 
 
Beyond Apologia:  Respecting Legitimate Differences of Opinion While Not Toadying to Dictators 

(response to Richard Rorty), 50:1 Philosophy East & West 92-96 (2000). 
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Human Rights and Asian Values: The Limits of Universalism, China Review International (2000).   
 
Ruling the Country in Accordance with Law: Reflections on the Rule and Role of Law in China, 11 

Cultural Dynamics 315-51 (1999), reprinted in Chinese Law and Legal Theory (Perry Keller, ed., 
Ashgate 2001). 

 
Confucian Harmony and Freedom of Thought: Right Thinking Versus the Right to Think, in 

Confucianism and Human Rights 234-260 (edited by Wm. de Bary & Tu Weiming, New York: 
Columbia Univ. Press, 1998). 

 
Law and Ritual in Chinese Philosophy, in Routledge Encyclopedia of Philosophy 442-54 (1998). 
 
Living Beyond the Bounds: Henry Miller and the Quest for Daoist Realization, in Wandering at Ease in 

the Zhuang Zi (edited by Roger T. Ames, Albany, NY: SUNY Press, 1997). 
 
Rights, Interests, and the Interest in Rights in China, 31 Stanford J. of International Law 359-86 (1995). 
 
The Rational Anglo and the Inscrutable Oriental as Seen from the Perspective of a Puzzled European: A 

Review (and Response) in Three Stereotypes, 44 Philosophy East & West 368-79 (1993). 
 
The Victim in Chinese Criminal Theory and Practice: A Preliminary Study, 7 Journal of Chinese Law 63-

109 (1993). 
 
What’s Wrong with Chinese Rights? Toward a Theory of Rights with Chinese Characteristics, 6 Harvard 

Human Rights J. 29-58 (1993). 
 
Victim Harm, Retributivism and Capital Punishment: A Philosophical Critique of Payne v. Tennessee, 20 

Pepperdine L. Rev. 25-72 (1992). 
 
Nonduality and Daoism, 32 International Philosophical Q. 35-54 (1992). 
 
He Guan Zi and Huang-Lao Thought, 16 Early China 169-86 (1991). 
 
The Religious Foundations of Nishida’s Philosophy, 1 Asian Philosophy 161-74 (1991). 
 
Beyond Naturalism: A Reconstruction of Daoist Environmental Ethics, 13 Environmental Ethics 3-22 

(1991). 
 
A Coup D’ètat in Law’s Empire: Dworkin’s Hercules Meets Atlas, 9 Law & Philosophy 95-113 (1990). 
 
Reasons, Rationales and Relativisms: What’s at Stake in the Conversation Over Scientific Rationality?, 

34 Philosophy Today 309-29 (1990). 
 
Confucian Justice: Achieving a Humane Society, 30 International Philosophical Q. 12-38 (1990). 
 
Natural Law in the “Huang-Lao Boshu”, 40 Philosophy East & West 329 (1990). 
 
Confucian Jurisprudence: Beyond Natural Law, 18 Asian Culture Q. 12-39 (1990). 
 
Cosmogony the Daoist Way, 17 Journal of Chinese Philosophy (1990). 
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Buddhist Process Ethics: Dissolving Dilemmas of Substantialist Metaphysics, 16 Indian Philosophical Q. 
247-68 (1989). 

 
Han Dynasty Cosmology: The Emergence of Naturalism, 16 Asian Culture Q. 12-39 (1988). 
 
Naturalism and Immortality in the Han: The Antecedents of Religious Daoism, 29 Chinese Culture 31-52 

(1988). 
 

Practice Oriented Chapters and Articles 
 

Enforcement of Arbitral Awards, in Doing Business In China  (edited by Freshfields, Yonkers: Juris 
Publishing, 2000). 

 
The Evolving Regulatory Framework for the Enforcement of Arbitral Awards in the PRC, 1 As. Pac. Law 

& Pol'y J. 13 (2000). 
 
The Legal Profession, in Doing Business In China (Juris Publishing, 1999). 
 
Wholly Foreign-owned Enterprises, in Doing Business In China (Juris Publishing, 1999).   
 
Approvals for Establishing a Wholly Foreign-owned Enterprise, in Obtaining PRC Approvals Second 

Edition 27-50 (Hong Kong: Asia Law and Practice, 1999). Revised and updated version of 
Approvals for Establishing a Wholly Foreign-Owned Enterprise, in Setting Up and Financing 
WFOEs in the PRC 41-58 (Asia Law & Practice, 1997), first published as Approvals for 
Establishing a Wholly Foreign-Owned Company, in Obtaining PRC Approvals 41-55 (Hong 
Kong: Asia Law and Practice, 1996). 

 
Approval and Registration Process (with Douglas Markel), in Life and Death of an Infrastructure Project 

in China, 2nd ed. (Hong Kong: Asia Law and Practice, 1997).  Prior printing, in Life and Death of 
an Infrastructure Project in China 29-48, 1st ed. (Hong Kong:  Asia Law and Practice, 1995).   

 
 

Short Practice Oriented Articles 
 

An Untapped Dispute Resolution Option: Mediation offers companies distinct advantages in certain cases 
(with Kathleen Scanlon), China Business Review (2005) 

 
Grand Opening: New Rules for Foreign Investment Break Open China’s Commercial Sector (with Shirley 

Xu), China Law & Practice (May 2004) 
 
The New Foreign Investment Guidelines, China Law and Practice (April 2002) 
 
Beijing’s Zhongguancun High-Tech Rules Break New Ground (with Liu Hongchuan), China Law and 

Practice (Nov. 2001) 
 
Constitutional Litigation (with Liu Yuming and Liu Hongchuan), China Law and Practice (2001) 
 
Terminating Labour Contracts: Restrictive Covenants, China Law & Practice (March 2001) 
 
Enforcement of Arbitral Awards in China (with Shirley Xu), China Business Review (2001) 
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Regulating the Enforcement of Arbitral Awards (with Shirley Xu), East Asian Executive Reports (2001) 
 
Enforcing Arbitral Awards, Part I and II, China Law & Practice (October, November 2000) 
 
Liquidating FIES through Arbitral Awards, China Law & Practice 52-53 (June 2000) 
 
Preservation of Assets in China: Law and Reality (with Zhang Decai), China Law & Practice 44-45 

(February 2000) 
 
A Missed Opportunity?  China’s New Contract Law Fails to Address Foreign Technology Providers’ 

Concerns, China Law & Practice 83-87 (1999).  Reprinted in East Asian Executive Reports 
(1999), and in An Insider’s Guide to the PRC Contract Law (Hong Kong: Asia Law & Practice, 
2000). 

 
China’s Developing Legal Profession:  Implications for Foreign Investors, China Law & Practice 37-42 

(1998). 
 
Mixed messages in the agricultural industry: China's Plant Protection Regulations undermined by 

Agriculture Ministry power grab (with Zhou Lin), China Law & Practice 22-25 (Dec. 1997). 
 
New Rules to Guide Foreign Investment Enterprise Reorganization, East Asian Executive Reports 9-14 

(July 1997). 
 
The Technology Transfer Tango (with Douglas Markel), 24 China Business Review 25-29 (1997). 
 

 
Translated Works 

 
 
Chaoyue ziranlun: daojia huanbao daode de chongjian (Beyond Naturalism: A Reconstruction of Daoist 

Ethics), in The Frontiers of Environmental Philosophy, vol. 1 (Shaanxi Publishing, 2005). 
 
Zhongguo de fazhi yu jingji fazhan (Rule of Law and Economic Development in China), 1(1) Hongfan 

Pinglun [Journal of Legal and Economic Studies] 1-36 (2005) 
 
Sifa duli yu sifa zeren:  dui gean jiandu de diaocha de chubu xiangfa (Judicial Independence and Judicial 

Accountability: Some Preliminary Thoughts on Our Empirical Study of Individual Case 
Supervision, in Jiandu yu sifa gongzheng [Supervision and Judicial fairness, Cai Dingjian ed 
2005], reprinted in 2(1) Hongfan Pinglun [Journal of Legal and Economic Studies] 1-36 (2005). 

  
Baijia zhengming, baihua qifang: Zhongguo guanyu fazhi gainian de zhenglun (translation of Let One 

Hundred Flowers Bloom, One Hundred Schools Contend:  Debating Rule of Law in China), in 
(Liang Zhiping ed. 2003) 

 
Zhongguo fazhi yu xingzheng lifa gaige (Rule of law and administrative legislation reform, translation of 

excerpts of Globalization, Path Dependency and the Limits of Law: Administrative Law Reform 
and Rule of Law in the People’s Republic of China), 18:5 Fashang Yanjiu [Studies in Law and 
Business] (2001). 

 
Yifa zhiguo: Dangdai Zhongguo de fazhi he falu de jiaose (Translation of expanded version of Ruling the 

Country in Accordance with Law: Reflections on the Rule and Role of Law in China), in 
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Zhongguo shehui zhuanxing shiqi de falu fazhan [Legal Development During a Period of Social 
Transformation in China, (Xu Chuanxi ed., Beijing, Falu Press, 2004), 117-166, also printed in 
Haiwai Faxue Luncong [Chinese Law Review Series]  Vol. 1, Beijing: Falu Chubanshe, 2000. 

 
Quanli yu liyi ji Zhongguo quanli zhi zongqu (translation of Rights, Interests, and the Interest in Rights in 

China), 1 Gongfa [Public Law] 103 (1999). 
 
Rujia Faxue: Chaoyue Ziranfa (Translation of Confucian Jurisprudence: Beyond Natural Law), in Meiguo 

Xuezhe Lun Zhongguo Falu Chuantong [American Scholars Discuss Classical Chinese Law] 
118-53 (Beijing, China: Zhengfa Univ. Press, 1994). 

 
 

Other 
 
Policy Brief:  Law and Development in Middle-Income Countries:  Avoiding the Middle-Income Trap, 

HiiL, Asian Devleopment Bank (2014) 
 
ADR in China in Light of Global Trends: A Reform Agenda, Report prepared for the International 

Workshop on Judicial Reform, held in Beijing in May 2010, as part of the Governance for 
Equitable Development Project, sponsored by EU-China and the UNDP, and organized by the 
Research Department of the Legal Affairs Commission of the National People’s Congress and the 
Chinese Academy of Social Sciences Institute of Law. 

 
Book Review. Australian Journal of Asian Law. 2009. Reviewing The China Legal Development 

Yearbook Vol. 2 (Li Lin ed.) 
 
Public Participation in Legislation and Governance in the US.  Report prepared for the International 

Workshop on Public Participation in the Law-Making Process, Beijing on December 15-16, 2008, 
as part of the Governance for Equitable Development Project, sponsored by EU-China and the 
UNDP, and organized by the Research Department of the Legal Affairs Commission of the 
National People’s Congress and the Chinese Academy of Social Sciences Institute of Law. 

 
Editorial, One China, many systems, The Scotsman, October 13, 2008 
 
Book Review, The China Journal (2008). Reviewing Regulating Land and Pollution in China: 

Lawmaking, Compliance and Enforcement; Theory and Cases, Benjamin van Rooij. 
 
Introduction, in Is China Trapped in Transition? (Oxford Foundation for Law, Justice and Society ( 2007) 
 
Book review.  Journal of Asian Studies (2007).  Reviewing The Politics of Piracy: Intellectual Property 

in Contemporary China, Andrew Mertha (2007) 
 
Courts as Legislators: SPC Interpretations and the Need for Procedural Reforms to Increase Transparency 

and Public Participation, Oxford Foundation for Law, Justice and Society Policy Brief (2006)  
 
Contributions on “Chinese Legalism” and “People’s Courts in China”, in Enyclopedia of Law and Society: 

American and Global Perspectives (2006) 
 
China’s Judicial and Administrative Law Reforms in Comparative Context: Rising Expectations, 

Diminishing Returns and the Need for Deeper Reforms, in Rule of Law in China: Review and 
Prospects (Asian Development Bank, 2006) 
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Book Review, American Review of International Arbitration, (2005).  Reviewing Arbitration in China: A 

Practical Guide, Jerome Cohen et al. eds.  
 
Cross-cultural Dialogue on Human Rights: The Limits of Conversation, 55:2 Philosophy East & West 

324-27 (2005) 
 
Book Review, China Quarterly (2003).  Reviewing Confucianism for the Modern World, ed. by Daniel A. 

Bell and Hahm Chaibong. 
 
Book Review, China Quarterly (2003).  Reviewing From Leninist Discipline to Socialist Legalism: Peng 

Zhen on Law and Authority in the PRC, by Pitman Potter 
 
Preface: Overview of Project Goals, Methodology and Structure, in Asian Discourses of Rule of Law: 

Theories and Implementation of Rule of Law in Twelve Asian Countries, France and the U.S. 1 
(2004). 

 
What's a Liberal to Do? Pursuit of Non-liberal Rule of Law in China, Tesitimony before the 

Congressional-Executive Committee on China, 
http://www.cecc.gov/pages/roundtables/040103/peerenboom.pdf 

 
Editorial, Sars and Political Reform, South China Morning Post (May 2003). 
 
The Ford Foundation and Legal Reform in China (commissioned report prepared for the Ford Foundation 

to assess its legal programs in China, 2002). 
 
The Rule of Law in China, Part I & II, 1 Perspectives (April and June 2000). 
 
Book Review, American Journal of Legal History (2000).  Reviewing The Origins of Chinese Law, by 

Liu Yongping. 
 
Book Review, China Rev. International (2000).  Reviewing Bird in a Cage: Legal Reform in China After 

Mao, by Stanley Lubman. 
 
Editorial, A Milestone in China’s Tortured Path Toward the Rule of Law? South China Morning Post 

(June 10, 1999). 
 
Book Review, China Rev. International 379-385 (1998).  Reviewing Understanding Chinese Courts and 

Legal Process: Law with Chinese Characteristics, by Ronald C. Brown. 
 
Book Review, 150 China Q. 466-67 (1997).  Reviewing Limits to Autocracy: From Sung Neo-

Confuciansim to a Doctrine of Political Rights, by Alan Wood. 
 
Book Review, Review of Politics (1997).  Reviewing China’s Legalists: The Earliest Totalitarians and 

the Art of Ruling, by Zhengyuan Fu.     
 
Book Review, China Rev. International (1997).   Reviewing To Steal a Book is an Elegant Offense: 

Intellectual Property Law in Chinese Civilisation, by William Alford. 
 
Book Review, China Rev. International (1997).  Reviewing Law and Local Society in Later Imperial 

China, by Mark Allee. 
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Contributor (with Roger Ames), Cambridge Encyclopaedia of Philosophy (London: J. Cape, 1995).  

Several Entries on Chinese Philosophy. 
 
Book Review, 2 China Rev. International 148-52 (1995).  Reviewing China’s Struggle for the Rule of 

Law, by Ronald C. Keith. 
 
Book Review, 28 Journal of Oriental Studies 80-82 (1990).  Reviewing A Chinese Mirror for Magistrates:  

The Hsin-Yu of Lu Chia, by Mei-kao Ku. 
 
Book Review, 41 Philosophy East & West 258-61 (1991).  Reviewing Huangdi Sijing Yu Huangloa 

Sixiang [The Yellow Emperor’s Four Classics and Huang-Lao Thought], by Yu Mingguang. 
 
Book Review, 30 Chinese Culture 71-74 (1989).  Reviewing Thinking Through Confucius, by David Hall 

and Roger T. Ames. 
 
Book Review, 39 Philosophy East & West 100-04 (1989).  Reviewing Huang-Lao Zhi Xue Tonglun 

[General Survey of the Huang-Lao School], by Wu Guang. 
  
 
 
Grants (selected) 
 
Hague Institute for Internationalisation of Law (HiiL), 2010-2014, Law and Development in Middle-
Income Countries 
 
National Science Foundation, 2013, Judicial Mediation in China (with Kwai Ng and He Xin) 
 
Hong Kong GRF Grant, 2010-2011, for project on enforcement of commercial judgments in China (with 
He Xin et al.). 
 
Australian Research Council Grant, 2009-2011, for New Governance in Asia: Understanding How State 
and Non-state Actors Shape and Are Shaped by Global Forces and Regulations (with John Gillespie) 
 
Hong Kong GRF grant, 2009-2010, for project on labor disputes in China (with He Xin et al.) 
 
Sciences Po in Paris, Institut des Hautes Etudes sur la Justice (Institute of High studies on Justice) and 
Oxford Foundation for Law, Justice and Society.  Funding for conference on Judicial Independence in 
China, Dec. 2008   
 
Monash University, grant for conference Pushing Back on Globalization: Local Perspectives on 
Regulation in Asia, Nov. 2007 
 
Oxford Foundation for Law, Justice and Society, University of Hawaii and The East West Center.  
Funding for conference on Dispute Resolution in China,  Sept. 2007 
 
Oxford Foundation for Law, Justice and Society. Funding for conference: Is China Trapped in Transition? 
March 2007 
 
Oxford Foundation for Law, Justice and Society.  Funding for conferences in Beijing and Hong Kong on 
The Regulatory Impact of Doing Business in China, May and June 2006 
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Oxford Foundation for Law, Justice and Society: 2006-2008: funding to buy out teaching time so that I 
could serve as Director of the Foundation’s China Rule of Law Programme 
 
Hong Kong University, City University of Hong Kong – funding for conference on Human Rights in Asia 
2005 
 
Fulbright for research on administrative detention and criminal law reforms in PRC, 2004 
 
Pacific-Rim Foundation Grant for project on Judicial Independence and Judicial Accountability: 
Individual Case Supervision in the PRC 2001; also supported by The Asian Foundation and the U.S.-
China Legal Cooperation Fund 
 
Ford Foundation Grant for Seminar on Values in Asia: Conceptions of Law and Rule of Law (2002)  
 
UCLA COR grant for human rights project, 2002 
 
UCLA COR grant, for Rule of Law Project, 1998, 1999, 2000 
 
ISOP grant, for Rule of Law Project, 1999 
  
Center for Chinese Studies Grant, for conference on Administrative Law in China, 1999 
 
Smith Richardson Foundation grant for arbitral award enforcement in China survey, 1998 
 

Editorial and Advisory Board Positions 

Editor in Chief 
 
The Hague Journal on Rule of Law 
 
Routledge Asian Law Series 
 

Board Member 

Asian Philosophy 

Asian Journal of Comparative Law 

Human Rights and Development 

Human Rights and the Global Economy 

Journal of Chinese Law and Practice  

Australian Journal of Asian Law 

Asian Journal of Law and Society 

Chinese Journal of Comparative Law 
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Law in Context 

Asia Pacific Law Review 

Chinese Law and Society Review 

 
Contact Details 
 
Yosemite Villas 2043 
4 Yuyang Road 
Houshayu Zhen, Shunyi District 
Beijing 101302 
China 
 
 
北京市顺义区后沙峪镇榆阳路 4 号 
优山美地 2043 号 
邮编：101302 
 
 
tel: （8610） 8041 7394  
fax: （8610）8041 7384 
email: rpeerenboom@gmail.com 
 



EXHIBIT B
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DECLARATION OF LEON WANG 
 
 

I, Wang Jiangliang (“Leon Wang”), hereby declare, affirm, and state the following: 
 
1. I am a Senior Counsel at Huawei Technologies Co., Ltd. (“Huawei Technologies”). I 

have served in this role since 2009. As Senior Counsel, I am responsible for handling 

litigation matters and intellectual property matters for Huawei, and I am familiar with 

Huawei’s corporate structure. I am over the age of 18 and am competent to make this 

declaration. All statements set out in this declaration are based on my direct personal 

knowledge. 

2. I make this declaration in support of comments submitted by Huawei Technologies and 

Huawei Technologies USA, Inc. (“Huawei USA”) in response to a Report and Order 

(“Order”) released by the Federal Communications Commission (“FCC”), In the Matter 

of Huawei Designation, FCC 19-121, PS Docket No. 19-351 on November 26, 2019. In 

this Order, the FCC initially designated Huawei Technologies, along with its parents, 

affiliates, and subsidiaries, as a covered company whose services and equipment are 

excluded from universal service support.1 

3. Huawei has three operating entities in the United States – Huawei USA, Huawei Device 

USA Inc. (“Huawei Device USA”), and Futurewei Technologies, Inc. (“Futurewei”). 

4. Huawei Technologies, Huawei USA, Huawei Device USA, and Futurewei are all direct 

or indirect wholly-owned subsidiaries of Huawei Investment Holding Co. Ltd. (“Huawei 

 
 
 
 

1 The FCC promulgated a rule that prohibits universal service support from being used to 
purchase or obtain any equipment or services produced or provided by a covered company. In the Matter 
of Protecting Against National Security Threats to the Communications Supply Chain Through FCC 
Programs, WC Docket 18-89 (rel. Nov. 26, 2019). 
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Holding”). Huawei Device USA has its own sole director, while each of Huawei Holding, 

Huawei Technologies, Huawei USA and Futurewei has its own Board of Directors. 

5. Huawei Holding is a private company wholly owned by its employees, through Huawei’s 

employee stock ownership plan, and Mr. Ren Zhengfei, as the only natural person 

shareholder. 

6. Both Huawei Holding and Huawei Technologies (together, “Huawei”) are organized 

under the laws of the People’s Republic of China. 

7. In compliance with Chinese law, Huawei has a Party Organization that serves party 

members employed in China. 

8. Currently there are 17 individuals that serve as members on both the Huawei Holding and 

Huawei Technologies Boards of Directors (“Huawei Board Members”). All 17 Huawei 

Board Members are private citizens, and none hold positions in the Chinese government. 

9. No Huawei Board Member holds any leadership position in the Huawei Party 

Organization. 

10. Each Huawei Board Member has taken an oath agreeing not to receive any income from 

a source other than Huawei and not to take on outside employment, which includes the 

Chinese government. 

11. Huawei USA is a United States corporation organized under the laws of the State of 

Texas and has its own directors, officers, and employees. 

12. Huawei Device USA is a United States corporation organized under the laws of the State 

of Texas and has its own director, officers, and employees. 

13. Futurewei is a United States corporation organized under the laws of the State of Texas 

and has its own directors, officers, and employees. 
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14. No member of the Huawei USA, Huawei Device USA, or Futurewei Board of Directors 

holds any position in the Chinese government or Huawei Party Organization. 

15. Huawei Holding, Huawei Technologies, Huawei USA, Huawei Device USA, and 

Futurewei have no Chinese government ownership, and all five companies operate 

independently of Chinese government control. 





EXHIBIT C



Huawei Investment & Holding Co., Ltd.
2018 Annual Report

Bring digital to every person, home and organization
for a fully connected, intelligent world



Who is Huawei?
Founded in 1987, Huawei is a leading global information and communications technology (ICT) 
solutions provider. We are committed to bringing digital to every person, home and organization 
for a fully connected, intelligent world. We have nearly 188,000 employees, and we operate in 
more than 170 countries and regions, serving more than three billion people around the world.

Who owns Huawei?
Huawei is a private company wholly owned by its employees. Through the Union of Huawei 
Investment & Holding Co., Ltd., we implement an Employee Shareholding Scheme that involves 
96,768 employee shareholders. This scheme is limited to employees. No government agency or 
outside organization holds shares in Huawei.

Who controls and manages Huawei?
Huawei has a sound and effective corporate governance system. Shareholding employees 
elect 115 representatives to form the Representatives’ Commission. This Representatives’ 
Commission elects the Chairman of the Board and the remaining 16 board directors. The Board 
of Directors elects four deputy chairs and three executive directors. Three deputy chairs take 
turns serving as the company’s rotating chairman.

The rotating chairman leads the Board of Directors and its Executive Committee while in 
office. The board exercises decision-making authority for corporate strategy and operations 
management, and is the highest body responsible for corporate strategy, operations 
management, and customer satisfaction.

Meanwhile, the Chairman of the Board chairs the Representatives’ Commission. As Huawei’s 
highest decision-making body, the Representatives’ Commission makes decisions on important 
company matters, like profit distribution, capital increases, and the elections of members of the 
Board of Directors and the Supervisory Board.

Who does Huawei work with?
Externally, we rely on our customers. They are at the center of everything we do, and we create 
value for them with innovative products. Internally, we rely on our dedicated employees. 
Dedication is a core part of our work ethic. At Huawei, those who contribute more get more.

We work with stakeholders including suppliers, partners, industry organizations, open source 
communities, standards organizations, universities, and research institutes all over the world 
to cultivate a broader ecosystem that thrives on shared success. In this way we can help drive 
advancements in technology and grow the industry as a whole.

We create local employment opportunities, pay our taxes, and comply with all applicable laws 
and regulations in the countries where we operate. We help local industries go digital, and we 
openly engage with governments and the media.
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ContentsWhat do we offer the world?
We create value for our customers. Together with our partners, 
we provide innovative and secure network equipment to telecom 
carriers. We provide our industry customers with open, flexible, 
and secure ICT infrastructure products. In addition, we provide 
customers with stable, secure, and trustworthy cloud services that 
evolve with their needs. With our smartphones and other smart 
devices, we are improving people’s digital experiences in work, life, 
and entertainment.

We ensure secure and stable network operations. We have made 
cyber security and privacy protection our top priorities since 2018. 
Over the past three decades, we have worked closely with our 
carrier customers to build over 1,500 networks in more than 170 
countries and regions. Together, we have connected more than 
three billion people around the world, and we have maintained a 
solid track record in security throughout.

We promote industry development. Huawei advocates openness, 
collaboration, and shared success. Through joint innovation with 
our customers and partners, we are expanding the value of ICT to 
develop a more robust and symbiotic industry ecosystem. Huawei 
is an active member of more than 400 standards organizations, 
industry alliances, and open source communities, where we 
work with our peers to develop mainstream standards and lay 
the foundation for shared success. Together, we are driving the 
industry forward.

We enable sustainable development. Huawei has contributed
significantly to bridging the digital divide and promoting digital 
inclusion, helping to connect places as remote as Mount Everest 
and the Arctic Circle. We are keenly aware of the importance of 
telecommunications in emergency situations. Having faced Ebola 
in West Africa, nuclear contamination triggered by the tsunami in 
Japan, and the massive earthquake that struck Sichuan, China, 
our people hold fast in disaster zones to restore communications 
networks and ensure the reliable operation of essential telecoms 
equipment. To further promote sustainability, we prioritize a 
low-carbon footprint and environmental protection. We are also 
supporting the development of the next generation of local ICT 
talent to boost the digital economy.
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Against this backdrop, security and 
trustworthiness are critical to the long-term 
prosperity of the digital economy. As a global 
community, if we can’t effectively manage 
evolving security risks, the digital world we are 
trying to build will collapse. We need to work 
together – as a society and an industry – to 
build an approach to managing cyber security 
risks based on fact and verification.

We have served our customers with heart and 
soul for three decades. Working with carriers 
in different countries, we have helped take 
advanced communications technology out of 
the lab and out of the ivory tower, bringing it 
not only to cities, but also to some of the most 
remote regions in the world. We now serve 
more than three billion people, enriching their 
lives and helping bridge the digital divide.

The easiest way to bring down 
a fortress is to attack it from 
within and the easiest way to 
reinforce it is from outside. 
Moving forward, we will do 
everything we can to shake 
off outside distractions, 
improve management, and 
make progress towards our 
strategic goals.

Information communications technology is 
rapidly working its way into every industry, just 
like electricity did over 100 years ago. This has 
triggered a digital, intelligent transformation – 
the driving force behind our digital economy.

In a digital world where all things are 
connected, every person and home will have 
the opportunity to enjoy a highly personalized 
experience based on data and pervasive 
intelligence. Every organization will be able 
to use digital platforms to increase efficiency 
and develop more forward-looking business 
models.
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Intellectual property: Long-term R&D 
investment has made Huawei one of the 
world’s largest patent holders. As of December 
31, 2018, our total number of granted patents 
reached 87,805. Among them, 11,152 core 
patents were granted in the United States.

Our patented technologies provide significant 
value to information society on a global scale, 
including the United States. We actively 
protect our own intellectual property rights 
and respect the rights of others. We have 
signed cross-licensing agreements with many 
companies around the world.

Leading 5G innovation and commercial 
deployment: Huawei began researching 5G 
more than ten years ago and now we have 
declared 2,570 5G essential patent families to 
ETSI.

Huawei is the first company to develop 
large-scale 5G commercial deployment 
capabilities. We deliver the simplest 5G base 
stations and the best performance, and make 
maintenance more intelligent. With these, we 
can provide our customers with unique value in 
many respects.

For example, our proprietary core technology 
enables us to dramatically increase the 
bandwidth of microwave transmission from 
1 Gbps to 20 Gbps. In places where fiber is 
too difficult or expensive to deploy, we can 
use microwave solutions for ultra-broadband 
backhaul. This will make 5G site deployment 
faster and cheaper, while ensuring the best 
possible performance.

Our 5G solutions received widespread acclaim 
the minute they hit the market. As of February 
28, 2019, we have signed more than 30 5G 
commercial contracts with leading global 
carriers and have shipped more than 40,000 5G 
sites to different markets around the world.

With 30 years of experience at our backs, we 
are well positioned to seize the tremendous 
opportunities presented by digitization and 
artificial intelligence. This will allow us to 
create greater value for our customers and 
society as a whole. As we work towards this 
goal, we have been explicitly clear: Cyber 
security and user privacy protection are at 
the absolute top of our agenda. We believe 
in building security through innovation and 
enhancing it through collaboration. This 
way, we can build a trustworthy digital world 
together.

In 2018, we continued to focus on ICT 
infrastructure and smart devices. Our sales 
revenue rounded off at 721.2 billion yuan, up 
19.5% year-on-year. We expect to maintain 
robust growth in 2019 as well.

In the face of suspicion and exclusion, the trust 
of our customers is our greatest motivation. 
We will continue to deliver the best possible 
products and services, and build trust through 
action. We are confident that the companies 
that choose to work with Huawei will be the 
most competitive in the 5G era. And countries 
that choose to work with Huawei will gain an 
advantage for the next wave of growth in the 
digital economy.

Out-innovating the rest to 
create greater value for our 
customers
Ongoing R&D investment: Innovation and 
research are our lifeblood, and we will 
continue to invest over 10% of our annual 
revenue in R&D. In 2018 alone, our R&D 
investment exceeded 100 billion yuan, ranking 
fifth globally in The 2018 EU Industrial R&D 
Investment Scoreboard. Our continued 
investment has produced positive results, 
giving us the ability to provide our customers 
with innovative products and more efficient 
services.
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together with our carrier customers, serving over 
three billion people in more than 170 countries and 
regions around the world. We have a solid and proven 
track record in security. Huawei is now the industry’s 
best when it comes to product anti-attack and 
anti-penetration capabilities.

Across 12 indicators for software security engineering 
capabilities, Huawei was given top marks for nine 
indicators, and above industry average for three. But 
cyber security threats are evolving, and we need to go to 
greater lengths to ensure that the results of our cyber 
security efforts – and the process of producing those 
results – are both worthy of our customers’ trust.

At the end of 2018, our Board of Directors approved 
a formal resolution to invest an initial budget of two 
billion US dollars for a companywide transformation 
aimed at enhancing our software engineering 
capabilities. As part of this transformation, we will 
refactor all of our legacy code against future-proof 
standards, make our code easier to read and upgrade, 
and build trust and quality into all of our products and 
solutions.

User privacy protection: Huawei complies with all 
applicable privacy laws and regulations, including 
GDPR, and we have embedded compliance 
requirements into all our business processes. We have 
not and will never monetize personal data. We provide 
a robust set of managerial and technical approaches 
to ensure data security, and we proactively engage 
with regulators, customers, and users so they can 
better understand how we collect, process, and protect 
personal data.

Ensuring business continuity and 
sustainability
Business continuity: After many years of development, 
Huawei has established an end-to-end business 
continuity management system that covers all aspects 
of our business, including procurement, manufacturing, 
logistics, and technical services. With the support 
of effective management teams, processes, and IT 
systems, we now have mature business continuity 
and emergency response plans, and conduct regular 
training and drills to ensure effective management of 
business risks.

Building the world’s best network connections: 
Looking ahead, we will continue to invest heavily in 
R&D to build the simplest possible networks; we will 
handle the complicated parts, and leave our customers 
with simplicity. For standalone 5G, we will work hard to 
build the simplest network architecture, the simplest 
sites, and the simplest transaction models. We will 
make operations and maintenance easier. We will 
also develop the most secure systems, ensuring the 
highest levels of network resilience and compliance 
with the General Data Protection Regulation (GDPR). 
We are committed to developing the most powerful 
next-generation products – with the best possible 
quality – and leading the way for 5G innovation.

Embracing standards to develop 
secure, trustworthy, and high-
quality products
Shared responsibility: Cyber security is a global 
challenge that we all share. To ensure cyber security, 
industries and regulators need to come together to 
develop unified standards and verification mechanisms. 
These should apply to all equipment providers and 
carriers. Equipment providers are responsible for 
making secure equipment according to industry 
standards, and carriers are responsible for ensuring the 
secure operations of their own networks.

Standards-based equipment security: As a technology 
provider, Huawei does not operate telecom networks 
or own customer data. Our responsibility is to make 
secure, trustworthy, and high-quality products. 
To fulfill this responsibility, we will continue to 
improve our software engineering capabilities and 
practices, and ensure that security and privacy 
protection requirements are embedded into all 
activities throughout the lifecycle of product design, 
development, and delivery. We see this as a strategic 
priority.

At the same time, we will continue to push for 
third-party verification, pursue open collaboration, and 
constantly improve our security capabilities. We have 
an end-to-end security assurance system. We have not 
and will never plant backdoors in our equipment, and 
we won’t allow anyone else to do so, either.

Trustworthy processes and results: Over the past 
three decades, we have built more than 1,500 networks 
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Investing in local communities: We will continue to 
increase our involvement in the industry and local 
communities. We are committed to making substantial 
contributions in the countries where we operate, 
helping improve infrastructure, speeding up industry 
development, creating more jobs, and improving 
people’s livelihood.

Compliance as a bulwark against 
political uncertainty
Independence, openness, and transparency: Huawei 
is a private company wholly owned by its employees. 
No government or any third party holds shares in 
our company or intervenes in our operations and 
decision-making.

Although Huawei is not a public company, we abide by 
established standards and norms for public companies, 
including the publication of this Annual Report, 
which contains financial statements audited by an 
independent third-party organization. We do this to 
help people outside the company understand the real 
Huawei, our business integrity, and our independence. 
We actively engage with a wide range of stakeholders, 
including world governments, the media, and analysts, 
and our doors are always open to people from all walks 
of life.

Legal compliance and compliance systems: Legal 
compliance shields us from the uncertainty of 
international politics. We strictly comply with all 
applicable laws and regulations in all the countries 
where we operate, including export control and sanction 
laws and regulations of the United Nations, the United 
States, and the European Union.

More than a decade of continuous investment in 
both organization and resource management has 
enabled us to establish a compliance system based 
on industry best practices. From company policy to 
systems, organization, processes, culture, training, 
and communications, we incorporate compliance 
management and control requirements into all of our 
business processes. Our employees undergo regular 
training for awareness and evaluation.

Promoting an equitable business environment: We will 
challenge inequitable treatment to the full extent of the 
law.

Over the past ten years, Huawei has responded to 
more than 80 emergencies in a fast and well-organized 
manner. These include the tsunami in Japan, the flood 
in Thailand, the earthquake in Nepal, and various 
ransomware attacks.

Supply continuity: We adopt a supply diversification 
strategy and ensure supply continuity through multiple 
technical solutions, multiple suppliers, multiple 
production bases, and multiple transportation routes. 
For products already running on live networks, we have 
warehoused enough spare parts to provide full lifecycle 
support. We have invested heavily for more than a 
decade to ensure supply security in even the most 
extreme conditions.

Collaborating across the ecosystem 
for shared success
Collaboration and shared success: We advocate 
sharing value with other ecosystem players and 
evolving together with the global ICT industry. No 
single company or country has what it takes to make 
the digital world prosper. So our goal is to cultivate an 
open, dynamic, and diverse ecosystem where all players 
coexist and prosper together.

Growing together with suppliers: With over 30 
years of focus and breakthrough, we are in a strong 
position to make the most of opportunities that are 
emerging in cloud, 5G, and smart device domains. We 
collaborate extensively and have established long-term 
partnerships with more than 13,000 suppliers 
worldwide. Moving forward, we will continue to drive 
business success through strategic procurement.

Through mutual trust, support, and the simplest 
possible transaction models, we innovate together with 
our suppliers to drive industry development and ensure 
business continuity. Regardless of any future changes 
in the external environment, our procurement policy 
will remain unchanged and we will remain dedicated to 
working together for shared success.

Promoting industry development: Huawei plays an 
active role in industry organizations to develop and 
grow the industry. We are now a member of more than 
400 standards organizations, industry alliances, and 
open source communities, where we serve in more than 
400 key positions. In 2018 alone, we submitted more 
than 5,000 standards proposals, for a growing total of 
nearly 60,000.
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To make this happen, we need to get rid of 
organizational formalities, have less coordination, 
reduce decision-making layers, hold fewer and shorter 
meetings, and reduce the number of non-operational 
personnel. We won’t survive without these changes.

Our organization needs to be structured in a way that’s 
conducive to business operations and success. All of 
our teams need to focus on growing the harvest and 
cultivating long-term business fertility. We also need 
to remove unnecessary organizational layers and 
processes, because perfectionism is likely to interfere 
with our ability to seize the strategic high ground.

The easiest way to bring down a fortress is to attack it 
from within and the easiest way to reinforce it is from 
outside. Moving forward, we will do everything we can 
to shake off outside distractions, improve management, 
and make progress towards our strategic goals.

We’re in a race against time to make our vision a reality: 
To bring digital to every person, home and organization 
for a fully connected, intelligent world.

Guo Ping
Rotating Chairman

Pushing through adversity for a 
successful 2019
Focusing on ICT infrastructure and smart devices: 
Moving forward, our carrier business needs to seize the 
first wave of business opportunities for 5G. We need to 
leverage our end-to-end strengths to achieve strategic 
leadership and enhance trust. As always, we need to 
strive to create greater value for our customers. We 
need to use innovative business solutions to help them 
increase profitability.

Our enterprise business needs to focus on a specific 
set of application scenarios, starting with customer 
pain points and working with our partners to provide 
competitive solutions. Let’s make “Huawei Inside” a 
practical reality, and integrate with local communities 
by working more closely with governments, industries, 
and enterprises.

Our cloud business needs to further develop its AI 
capabilities and hone its competitive edge in enterprise 
services. It needs to establish a stronger presence in 
e-government, automotive ICT components, and safe 
city domains, and maintain high-speed growth with 
healthy gross margins.

With smartphones as the pillar and AI as the driver, 
our consumer business will continue to develop an 
ecosystem that builds on chip-device-cloud synergy for 
both hardware and services, improve its brand image, 
and deliver a better experience. We aim to become a 
leader in delivering an intelligent, connected lifestyle 
across all scenarios.

Inspiring passion, growing the harvest, and cultivating 
long-term business fertility: We must have highly 

capable teams and well-organized business structures. 
We need to focus on frontline teams and equip them 
with the tools and capabilities they need to succeed. 
Our top leaders need to come from outstanding 
“generalists” who have strategic insight, the ability to 
think structurally, and a successful track record.



Business Highlights in 2018

■ We launched the industry’s first full range of 5G 
end-to-end commercial products and solutions 
that comply with 3GPP standards. In addition, we 
conducted 5G tests with 182 carriers worldwide, 
signed more than 30 commercial contracts for 5G, 
and shipped more than 40,000 5G base stations to 
markets around the world.

■ In the Internet of Things (IoT) domain, we rolled 
out 53 NB-IoT networks and 16 eMTC networks, 
supporting millions of connections.

■ We worked with 25 leading customers through 
our NetCity joint innovation program, and fully 
upgraded our Intent-Driven Network Solution. 
We maintained our place as a leader in the areas 
of intelligent data centers, intelligent campuses, 
premium home broadband, and high-quality private 
lines. In addition, our 5G transport solution was 
commercially deployed by more than 40 carriers.

■ We achieved many breakthroughs in domains 
such as device performance, photography, AI, 
communications capabilities, and design. These 
breakthroughs have significantly enhanced the 
competitiveness and experiences of our consumer 
products, and helped us maintain our position 
among the world’s top three smartphone makers.

■ A more robust ecosystem that delivers an 
intelligent experience across all scenarios: In the 
smart home domain, we worked closely with more 
than 150 brands through the HiLink smart home 
platform, involving more than 500 product models. 
In the connected vehicle domain, we provided 
stable and reliable connected vehicle services to 
tens of millions of drivers. In the health and fitness 
domain, we served more than 100 million users.

■ A more prosperous Huawei Mobile Services 
ecosystem: The number of registered developers 
exceeded 560,000 worldwide, and we worked with 
these developers to create a robust application 
service ecosystem.

■ We announced our AI strategy as well as a 
full-stack, all-scenario AI portfolio, which included 
our Ascend series of AI chips – the world’s first 
AI IP and chip series designed for a full range of 
scenarios – and products and cloud services that 
are built on Ascend chip capabilities. We also 
provide the SoftCOM AI solution to carriers and 
the HiAI solution to consumers, and serve our 
enterprise and government customers through the 
Huawei Cloud Enterprise Intelligence (EI) platform.

■ We launched the Atlas intelligent computing 
platform, powered by our Ascend series of AI 
chips. This platform integrates various types of 
products, such as modules, cards, boards, edge 
stations, and appliances, building an all-scenario 
AI infrastructure that covers devices, edges, and 
clouds.

■ We launched our new Advanced RISC Machine 
(ARM)-based CPU Kunpeng 920. We also released 
our TaiShan series servers, powered by Kunpeng 
920. The TaiShan servers are built for big data, 
distributed storage, and ARM-native application 
scenarios.

■ We built an intelligent, converged, open, and 
secure digital platform featuring device-pipe-cloud 
synergy, which helps customers go digital faster. 
By the end of 2018, more than 700 cities and 211 
Fortune Global 500 companies – 48 of which are 
Fortune 100 companies – selected Huawei as their 
partner for digital transformation.

■ We released industry-leading, full-stack cloud 
solutions, which provide strong support in all 
aspects – including chipsets, hardware, software, 
solutions, and the industry ecosystem – for 
the digital transformation of enterprises. We 
also focused on building full-stack platform 
capabilities, end-to-end service capabilities, 
and comprehensive ecosystem partnerships. 
In addition, we provided a wide array of hybrid 
cloud solutions that support homogeneous and 
heterogeneous architectures.

Delivering a Personalized Experience Building a Digital Platform

Driving Ubiquitous Connectivity Enabling Pervasive Intelligence
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Five-Year Financial Highlights

2018 2017 2016 2015 2014

(USD Million) (CNY Million) (CNY Million)

Revenue 105,191 721,202 603,621 521,574 395,009 288,197

Operating profit 10,689 73,287 56,384 47,515 45,786 34,205

Operating margin 10.2% 10.2% 9.3% 9.1% 11.6% 11.9%

Net profit 8,656 59,345 47,455 37,052 36,910 27,866

Cash flow from 
 operating activities

10,889 74,659 96,336 49,218 52,300 41,755

Cash and short-term 
 investments

38,777 265,857 199,943 145,653 125,208 106,036

Working capital 24,921 170,864 118,503 116,231 89,019 78,566

Total assets 97,109 665,792 505,225 443,634 372,155 309,773

Total borrowings 10,201 69,941 39,925 44,799 28,986 28,108

Equity 33,994 233,065 175,616 140,133 119,069 99,985

Liability ratio 65.0% 65.0% 65.2% 68.4% 68.0% 67.7%

Notes: 1. Converted into United States dollars (“USD”) using the closing rate at the end of 2018 of USD1.00 = CNY6.8561

 2. Starting from January 1, 2018, the Group applied IFRS 15 and IFRS 9 and related amendments in preparation of its 
financial statements. Details about the changes to related accounting policies are discussed in notes 3, 4, and 5 of 
the consolidated financial statements summary. As permitted by the standards, the cumulative effect caused by the 
adoption of new standards was recognized as an adjustment to the balance of equity at January 1, 2018. Comparative 
information has not been restated.
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Message from the Chairman

digital technology in general, ICT is evolving 
from a vertical industry to a platform industry 
that underpins society as a whole. This 
will enable all industries to go digital and 
intelligent, and trigger a new revolution in 
technology, creating infinite opportunities for 
growth.

At present, however, a great cloud of political 
and economic uncertainty looms over global 
markets. The world is changing and we are 
facing new challenges. But Huawei will stay the 
course. We will work with our customers and 
partners to build an ecosystem that thrives 
on shared success. And we will do our best 
to push the limits of technology and promote 
social progress along the way.

The world is changing and we 
are facing new challenges. 
But Huawei will stay the 
course. We will work with 
our customers and partners 
to build an ecosystem that 
thrives on shared success. 
And we will do our best to 
push the limits of technology 
and promote social progress 
along the way.

Huawei’s vision and mission is to bring digital 
to every person, home and organization for 
a fully connected, intelligent world. This 
is what drives us. And as we work to build 
this future, we want to do so in a way that 
is open, collaborative, and beneficial for 
everyone involved. That means working 
closely with partners to create greater value 
for our customers, contributing to industry 
development, and giving back to local 
communities.

The ICT industry is overflowing with potential, 
and we will see countless opportunities to 
generate new value and accomplish great 
things. With nonstop breakthroughs in 5G and 
AI, along with more widespread adoption of 

Driving digital inclusion in a changing world
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Advancing technology for 
every person, home, and 
organization
Digitization and intelligence have created 
new worlds of opportunity. However, these 
opportunities remain out of reach for many 
people. Huawei is committed to bridging 
the digital divide across the globe. Through 
continuous innovation in ICT infrastructure 
and smart devices, we are making technology 
simpler, more convenient, and more affordable, 
giving more people access to the benefits 
of digital technology. Our ultimate goal is to 
improve people’s quality of life and promote 
socioeconomic development.

According to the ITU and GSMA, 66.3% of the 
world’s households remain unconnected, and 
half of the world’s population has no Internet 
access. This is an ongoing challenge that 
stems from insufficient investment in ICT 
infrastructure and low affordability. On top of 
this, more than two billion people around the 
world lack reliable mobile broadband service, 
and a significant number of them live in urban 
areas.

We have launched multiple solutions to bridge 
this digital divide.

Our RuralStar solution helps increase network 
coverage in underserved rural areas. We have 
deployed this solution with over 40 carriers in 
more than 20 countries and regions, including 
Thailand, Ghana, Indonesia, Nigeria, South 
Africa, and China. With RuralStar, millions of 
previously unconnected people are now able to 
access mobile networks for the first time.

Our PoleStar solution promotes the sustainable 
growth of urban mobile networks. By reusing 
and repurposing existing urban infrastructure, 
this solution reduces the costs and difficulties 
associated with the traditional methods of 
base station deployment. Major cities in 
countries like China, Thailand, Indonesia, the 
Philippines, and Kenya have already seen 
large-scale application. With PoleStar, cities 

can save tremendous amounts of space and 
provide far better connectivity.

Our WTTx broadband access solution delivers 
a fiber-like service experience with fixed 
wireless connections. WTTx is cost efficient, 
easy to deploy, and boasts wide coverage. 
This helps solve last-mile access issues that 
traditional fixed-line solutions typically face in 
densely populated urban areas and sparsely 
populated rural areas. To date, Huawei has 
deployed WTTx on over 180 networks in more 
than 120 countries and regions, giving more 
than 40 million households access to stable, 
high-speed broadband services.

In 2018, our RuralStar, WTTx, and PoleStar 
solutions respectively won the GSMA’s Best 
Mobile Innovation for Emerging Markets 
award, the ITU’s Global Corporate Award for 
Sustainable Development, and the GSMA’s 
Outstanding Mobile Contribution to the UN 
SDGs in Asia award.

On the device side, our innovation focuses on 
providing greater value for consumers and 
delivering an intelligent, inspired experience 
across all scenarios. We design our smart 
devices to empower people and help them 
achieve their full potential. For instance, 
systematic innovation in our hardware and 
software helps even the most inexperienced 
photographers take professional-quality 
pictures with their smartphones.

But our innovation doesn’t stop at 
entertainment. Working together with the 
European Union of the Deaf, we launched an 
AI-powered app called StorySign. StorySign 
is designed to help deaf children overcome 
barriers when first learning how to read. All 
they have to do is hold their device up to a 
book, and a cartoon avatar will appear on 
the screen to help translate the book into 
sign language. This bridges the gap between 
phonetics and written language, and helps 
deaf children and their families enjoy more 
interactive story time together.
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Prioritizing cyber security and 
privacy protection
We believe that, as a technology provider, it’s our 
responsibility to build security through innovation, 
enhance security through collaboration, and work 
together to shape a digital world that everyone can 
trust. In 2018, Huawei’s Board of Directors made it 
clear that cyber security and privacy protection are and 
will remain Huawei’s top priorities. Our Global Cyber 
Security and User Privacy Protection Committee (GSPC) 
has been operating since 2010.

Over the past 30 years, we have built more than 1,500 
networks together with telecom carriers, providing 
network services to over three billion people in more 
than 170 countries and regions. Throughout this time 
Huawei has maintained a solid track record in security. 
Moving forward, we are keenly aware that technology 
will become increasingly complex and networks 
increasingly open. This will raise the bar for security. 
We will continue to increase our investment in security, 
and work with customers to keep our track record 
strong.

We will continue to engage governments, local 
communities, and our customers in active, open, and 
transparent dialogue. Together, we will make ICT 
infrastructure more secure and maximize its value. 
We have long-term, effective mechanisms in place to 
facilitate collaboration and regular communications on 
cyber security challenges with national governments in 
the UK, Canada, Germany, France, and other nations. 
To bolster these efforts, we opened a Cyber Security 
Transparency Centre in Brussels in March 2019. Moving 
forward, we will continue to promote this open and 
transparent approach to security management in other 
parts of the world.

Huawei has a proven track record in security, and our 
cyber security practices have earned the trust of our 
partners across the global value chain. Our products, 
solutions, and services are certified by independent 
third-party security organizations. According to a recent 
report from CFI Group, an independent consulting 
agency, the system stability and reliability of Huawei 
equipment has performed far above industry average 
for three consecutive years.

Huawei complies with all applicable privacy protection 
laws in the countries and regions where it operates, 
including GDPR in the European Union. To better 
identify and mitigate potential privacy risks in our 
business activities, we adhere to Privacy by Design 
practices and integrate privacy impact assessments 
into all product and service development processes.

Giving back to local communities
We work in more than 170 countries and regions 
around the world, and we are committed to being an 
active, productive member of the communities where 
we operate. Together with governments, customers, 
enterprises, and non-profit organizations, we actively 
invest our time, resources, and expertise to give back 
to local communities. Our initiatives include a range 
of community support programs, running our business 
in an environmentally friendly way, training local ICT 
talent, and giving to local charities.

Localized operations are important to us. Wherever 
Huawei goes, we create new employment opportunities, 
provide solutions for education and healthcare, 
and help drive economic growth. We serve local 
communities through ICT training and ICT talent 
cultivation.

We will continue to enhance our collaboration with 
universities and research institutes around the world. 
We sponsor university professors and scientists 
who conduct basic research and explore the future 
of humanity, but we are not after their intellectual 
property. Instead, we want to support their research in 
a way that lights the way forward for everyone.

2018 marked the 10th anniversary of our flagship 
CSR program – Seeds for the Future. This program 
is designed to cultivate local ICT talent, enhance 
knowledge transfer, promote a more in-depth 
understanding of ICT, and encourage greater 
participation in digital communities. By the end of 
2018, we have implemented Seeds for the Future in 
108 countries and regions. Through this program, more 
than 4,700 top college students have been given the 
opportunity to visit and study at Huawei’s headquarters 
in China.
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Committed to operational 
compliance
At Huawei, we believe that legal compliance is a 
bulwark against the uncertainties of international 
politics. We conduct business with integrity, observing 
international conventions and all applicable laws and 
regulations in the countries where we operate. This is 
the cornerstone of operational compliance at Huawei. 
We require all subsidiaries and departments around 
the world to strictly comply with local laws and all other 
applicable regulations.

Building on industry best practices, we have developed 
a robust system of compliance over 10 years of hard 
work and investment. We embed compliance controls 
in all of our business processes to manage and oversee 
the compliance of end-to-end business operations.

Moving forward, we remain committed to strengthening 
compliance across multiple business domains, 
including trade, finance, bribery prevention, as well as 
protection of intellectual property and trade secrets. 
We will continue to cultivate a culture of compliance by 
driving awareness and embedding compliance-related 
requirements in all business activities.

Improving corporate governance
A sound corporate governance system is the 
cornerstone of sustainable development. It is 
also the basis of our long-term cooperation with 
external stakeholders. We continue to optimize our 
corporate governance structure, enhance the design 
of governance-related organizations and roles, and 
streamline our corporate governance operation 
mechanisms. We aim to maintain a solid foundation 
for ongoing customer centricity, sustainable business 
development, and effective management of internal and 
external risks.

In January 2019, Huawei’s shareholding employees 
elected new members of the Representatives’ 
Commission, producing 115 Representatives and 18 
Alternate Representatives. The Commission exercises 
rights on behalf of all shareholding employees.

Moving forward, we will focus on continuous innovation 
in ICT infrastructure and smart devices. We will work 
with partners to create greater value for our customers 
– and share more value throughout the process. We 
are committed to building a fully connected, intelligent 
world, where every person, home, and organization can 
enjoy the benefits of new advancements in technology. 
We will work hard to make the digital economy more 
inclusive and sustainable, and give back to the global 
community.

Liang Hua
Chairman of the Board

Huawei Technologies



Industry Trends

Embracing +Intelligence, Shaping the Future



Your Smart Device Knows What You Need Wherever You Are

More than 6 million apps are about to be connected 
together. Data fragments from every user will be 
collected and mined so that the system can feel the 
users in real time, predict their needs, and deliver 
the perfect apps. Communication will become more 
natural and efficient, whether it’s person-to-person, 
person-to-machine, or even machine-to-machine. 
Users will get the services they want quicker, and 
service providers will have a valuable window into the 
changing needs of their market.

How will this work in vehicles? Your smartphone’s 
smart digital assistant will recognize as soon as you 
enter a vehicle, and will instantly provide the services 
you need – intelligent noise reduction, lock screen 
bypass, and hands-free operations – all linked directly 
to the car’s inbuilt screen. The phone’s AI engine will 
also sense your needs and provide you with a smart 
travel experience.

In the home, doorbells, cameras, robot vacuums, 
refrigerators, and washing machines will be linked to 
a central hub, allowing you to easily manage all of your 
home services from anywhere.

As smart devices come into wider use, packed with 
a multitude of apps, we want to share, manage, and 
secure our information in more ways than ever before. 
New technologies, especially AI, are making our 
devices more intelligent so that they can assist us with 
increasing effectiveness.

Traditionally, devices like smartphones, smart home 
appliances, and smart speakers work independently, 
storing data locally, learning from it locally, and 
applying new knowledge locally. AI will change this by 
linking these devices to enable more power through 
connectivity, more power through synergy, and more 
power through knowledge. The new architecture is built 
around the smartphones, accessible through tablets, 
personal computers, wearables, TV sets, speakers, and 
in-car devices, with IoT control over home appliances, 
lighting, security, audiovisual, and surveillance. 
This tightly-knit fabric of smart devices creates an 
intelligent environment, centered on the users, that 
knows what they need.

Advanced technologies – AI and cloud computing 
in particular – are ushering in the Fourth Industrial 
Revolution. These technologies are opening the door 
to a new world where all things can sense, all things 
are connected, and all things are intelligent, which 
will lead to big changes for how we live, work, learn, 
and communicate. We are shifting gears and moving 
into the +Intelligence fast lane. Every economy and 
industry around the world is rushing to embrace AI 
and get an edge on the competition. On the supply 
side, we have ICT infrastructure, which can provide 
intelligent platforms when ICT is integrated with AI. On 
the user side, there are industries that are modernizing 
themselves with intelligent connectivity. Digital 
transformation will break down barriers, and synergy 
across industries will become the new normal.

All industries are exploring how to make themselves 
more personal and user-centric by revamping 
products, services, and experiences. Industries are 
also rethinking their business models, and they are 
creating intelligent twins and new types of businesses. 
These developments will be the seeds of growth for 
the next economic boom. The Digital Spillover report 
– a joint publication by Huawei and Oxford Economics 
– predicts that the new opportunities created by the 
next economic boom will be worth US$23 trillion, 
and will bring benefits for every person, home, and 
organization.
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New Technologies Overcome the Computing Bottleneck

As Moore’s law approaches its limits, the industry 
is constantly on the lookout for new computing 
architectures and algorithms that can deliver faster 
computing speeds. Due to the growing diversity of 
apps, data is becoming more diverse. Smartphones, 
smart homes, IoT, and smart cars use a range of 
different forms of data, including numerical, text, 
images, and video. Data volumes are also growing. The 
amount of global data generated and stored annually, 
including data copied, will reach 180 zettabytes in 
2025, a 20-fold increase of the current amount. To cope 
with this explosion of data, we will need to grow global 
AI computing capacity by 10 times every year.

To that end, we will need intelligent computing 
architectures that offer high concurrency and 
extremely low power consumption. There will be x86 
architecture, dedicated GPUs for graphic processing, 
NPUs for AI, and DSPs for signal processing. No 
single architecture is effective in every scenario, so 
diversified architecture is the right way forward. In 
addition, breakthroughs in quantum computing and 
neuromorphic computing will take computing power to 
a whole new level.

5G Is Now: Ubiquitous, Ultrafast

We are expanding connectivity, making connections 
faster, wider, and deeper, and laying the foundations 
for a fully connected world. 2019 marks the beginning 
of the 5G era. 5G will enable ultra-broadband 
connections so fast that users will be swimming in a 
“Pacific Ocean” of data, without having to stay in their 
own lanes.

Huawei’s Global Industry Vision (GIV) predicts that 
the percentage of global population living in areas 
covered by 5G networks will reach 58% by 2025. 5G will 
be a major technology of connectivity, and it will turn 
connectivity into a platform. With 5G, you will never 
again need to connect your smart home appliances or 
wearables, because 5G will make “always-online” the 
new default.

When all things go online, going all cloud is the next 
step. With 5G, there will be real-time transfer speeds 
between cloud and device, with zero lag. Therefore, the 
response time for computation and storage will be the 
same for both cloud and device.

5G will redefine devices. Future devices will be able to 
stay online at all times. They will be smarter and more 
naturally interact with users and the environment. 
These devices will understand us better and anticipate 
our needs. Time and space will no longer be barriers: 
5G will help converge the digital and physical worlds 
and transform the user experience.

5G will also make entirely new experiences possible. 
With a single digital ID, the network will travel with you 
wherever you go. Your content and services will travel 
with you, and your experience flow seamlessly: a truly 
context-sensitive, intelligent experience.
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Trustworthiness, Openness, and Collaboration: Driving Inclusive Development

New technologies can lead to entirely new types of 
businesses. But they also raise concerns: Will new 
types of businesses replace the old? Will our privacy 
remain secure? Will traditional industries resist 
development out of fear of becoming obsolete?

We should remember that new opportunities always 
come with challenges. If we don’t embrace new 
technology with an open mind, we may miss out on 
a new space and new opportunity for growth. When 
the Fourth Industrial Revolution arrives, we will need 
new institutions and laws to manage new types of 

businesses. These will help to protect every economy, 
industry, and individual as we step into the fast lane of 
intelligent growth.

During this process, the ICT industry will need to 
become more open and more collaborative. We will 
need to work together to build secure and trustworthy 
networks that deliver secure and trustworthy 
connections, applications, and digital platforms for all. 
These networks are the key to inclusive development, 
because they bring digital to every person, home and 
organization for a fully connected, intelligent world.

Application-level AI and Intelligent Twins Create New Business Opportunities

AI, as a general-purpose technology, is a new engine 
for economic growth and will be widely used in all 
industries. AI will raise productivity in all industries by 
a projected 0.8%-1.4%. Huawei predicts that by 2025, 
the global AI market will be worth US$380 billion, 90% 
of which will come from the enterprise market.

Every industry has data assets that can be mined 
to raise productivity and applied in many different 
scenarios: repetitive and high-volume tasks like 
image recognition and evaluation; tasks that require 
expertise (e.g., cancer screening); and tasks that 
require multi-domain coordination like smart urban 
transport.

Intelligent twins powered by AI will connect the 
physical and digital worlds more efficiently. Vehicles 
will no longer just be a means of transport: They will 
be smart, self-driving devices that can sense their 
surroundings using video, audio, and IoT technologies. 

Manufacturers will be able to respond swiftly to 
consumer demands: Intelligent twins, such as flexible 
manufacturing robots, will eliminate the need for 
trade-offs between scale and scope, or between price 
and quality. In smart homes, household robots will free 
up the time of the younger generation, and help resolve 
the difficulties of ageing populations.

Where physical equipment depreciates with use, the 
value of intelligent twins increases over time. Take 
deep learning systems for example. As they absorb 
more data, industry databases become richer, and 
intelligent twins become more powerful. According to 
Huawei’s GIV, 14% of homes will have robots by 2025. 
In the global manufacturing industry, the number of 
installed industrial robots per 10,000 employees will 
reach 103. AI will be a key driver in reshaping business 
models, improving user experience, and boosting 
future growth.

16        Huawei Investment & Holding Co., Ltd.



Management Discussion and Analysis

Our Vision, Mission, and Strategy

Business Review 2018

Carrier Business

Enterprise Business

Cloud Service

Consumer Business

Research and Development

Improving the Management System

Cyber Security and Privacy Protection

Openness. Collaboration. Shared Success.

Results of Operations

Financial Risk Management

18

20

21

27

33

34

39

45

54

58

65

67

  2018 Annual Report        17



Our Vision, Mission, and Strategy

Huawei’s vision is to bring digital to every person, home and organization for a fully connected, intelligent world. To 
this end, we will:

■ Provide ubiquitous connectivity to give everyone equal access to connections;

■ Provide pervasive intelligence to drive businesses forward;

■ Build digital platforms to help all industries and organizations become more agile, efficient, and vibrant;

■ Deliver a personalized experience to all, respecting the unique character of everyone, and enabling the full 
potential of every person to be realized.

Building a Fully Connected, Intelligent World

Connectivity is a basic right of 
all people, and the foundation 
for human progress and 
economic growth. Connectivity 
will become a natural and 
ubiquitous resource, through 
networks that proactively 
sense our needs and the 
changing environment. These 
networks will offer intelligent, 
seamless, and secure 
connections to people and 
things whenever and wherever 
they want. With the advent of 
5G, we begin a new chapter in 
the story of connectivity.

The Fourth Industrial 
Revolution, powered by AI, 
is already under way. As a 
general-purpose technology, AI 
will be used in every part of our 
society. It will be embedded 
into all industries, products, 
and solutions, changing how 
businesses operate and 
create value. AI will also make 
our networks more resilient, 
providing security for mission-
critical services and data.

Using AI, cloud, and big data 
technologies, businesses 
will better understand their 
customers’ needs, and with 
agile innovation, they will 
provide a more personalized 
experience for every customer. 
Coordination and collaboration 
across industries will drive 
innovation at scale.

A personalized experience will 
be available to all, respecting 
the unique character of 
everyone, and enabling the full 
potential of every person to be 
realized.

A new digital wave is sweeping 
the globe. Digital and AI 
technologies are helping all 
governments and businesses 
become more agile, efficient, 
and vibrant. Open, secure, 
flexible, and easy-to-use 
digital platforms will facilitate 
innovation and transformation 
in all industries. They will be 
the bedrock and the fertile soil 
from which our digital society 
will flourish.

Pervasive IntelligenceUbiquitous Connectivity Personalized Experience  Digital Platform

Ubiquitous Connectivity

We are moving towards an intelligent world, where all 
things will be able to sense and connect. Connectivity 
is the prerequisite for – and foundation of – this world. 
It is also a basic right of all people. 

Huawei is committed to connecting all people, 
homes, and organizations that are still offline. We 
are also driving the adoption of broadband and ultra-
fast broadband. In addition, we are infusing AI into 
connectivity so that our networks can adapt to the 
changing needs of people and connected things. 
Going forward, intelligent networks will need to adjust 
bandwidth and latency in real time, so that they can 
deliver the consistent, user-centric experience that 
network customers expect.

In the three main areas (individual users, homes, 
and organizations), Huawei enables ubiquitous 
connectivity, whether it’s person-to-person, person-
to-thing, or thing-to-thing. With our focus on user 
experience, we bring AI into networks so that they 
can proactively sense our needs and the changing 
environment. These networks will offer intelligent, 
seamless, and secure connections to people, homes, 
and organizations, whenever and wherever they want.

To make this a reality, Huawei is constantly 
innovating. We have developed a range of cutting-edge 
connectivity technologies that work in any scenario 
and over any media – Wi-Fi, copper, fiber, cable, 
microwave, Small Cell, 3G, 4G, 5G, and IoT. We are 
also leveraging big data and AI to develop intelligent 
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connectivity solutions for individual users, homes, and 
organizations. Examples include the Huawei SmartWi-
Fi, HiLink, OceanConnect, and SoftCOM AI solutions.

Pervasive Intelligence

AI is a new general-purpose technology that will trigger 
transformation in all industries, and in some cases, it 
may even disrupt industries. AI will change how every 
organization works, leading to higher efficiency and 
lower costs. For households and individual users, AI 
will bring completely new experiences.

These changes have only just begun.

AI will be built into every aspect of our lives. It will 
find its way into all industries, products, solutions, 
business operations, and processes, changing how 
organizations work and create value. AI will be an 
engine for value creation in a digital world. Data, 
computing power, and algorithms are the three 
fundamental resources that make AI work. Huawei’s 
GIV forecasts that by 2025, 90% of smart devices will 
have smart assistant functionality, 14% of families will 
own smart robots, and 86% of enterprises will be using 
AI.

However, there are still many obstacles to the 
adoption of AI. For example, existing algorithms are 
still inefficient, many users lack access to sufficient 
computing power, and there are not many practical 
applications. In addition, synergy between AI and 
other technologies is currently low, as is coordination 
within the industry ecosystem. As a result, AI is still 
expensive and scarce. 

To address these obstacles, Huawei has launched a 
full-stack AI portfolio that serves all scenarios. From 
ideation to strategy, from chips to applications, and 
from consumer (HiAI) to enterprise (HUAWEI CLOUD 
EI), as well as Huawei’s autonomous driving network 
solution for telecom carriers (SoftCOM AI). In terms of 
technology, business, and ecosystem, Huawei is taking 
action to turn pervasive intelligence into reality.

Personalized Experience

The physical and digital worlds are converging 
increasingly quickly. Mass production is giving way 
to mass customization, leading to greater business 
innovation, collaboration across ecosystems, and 
richer user experiences.

The smart devices of the future will be able to stay 
online at all times, and interact with users and the 
environment in a more natural way. These devices 
will understand us better and know what we want. In 
addition, with the support of AI across cloud, networks, 
and chips, devices will no longer go into standby, but 
be awake at all times: not plug & play, but plug & think.

Huawei’s GIV forecasts that there will be 40 billion 
personal smart devices in the world by 2025. 20% of 
people will own more than 10 smart devices. 86% of 
companies will be using AI, and data utilization will 
skyrocket to around 80%. There will be 440 million 
augmented reality (AR) and virtual reality (VR) users. 
All of these developments will mean innovations for 
people, homes, and organizations.

The hardware and software of smart devices will be 
better structured and more modular. This will allow us 
to easily add new capabilities to smart devices, like 
connectivity, sight, hearing, touch, sensing, language, 
perception, and even cognition. We can stack new 
features in a modular fashion – putting them together 
like building blocks. These smart devices will enable 
users to extend their senses beyond the physical 
world and into the digital. Businesses will use new 
technologies like AI and cloud to understand their 
customers’ needs and power agile innovation in 
services, allowing them to deliver more personalized 
experiences. Coordination and collaboration across 
industries will drive innovation at scale.

Digital Platform

Data is coming from more sources and in more forms, 
from personal data and consumption data to video 
data and industrial data. These fragments of data can 
be integrated only with the help of digital platforms.

During digital transformation, enterprises face 
the challenge of how to deploy and integrate new 
technologies, including cloud, AI, and big data. To keep 
pace with changes, enterprises also need to adapt 
their strategies, organizational structures, processes, 
R&D, manufacturing, marketing, and services. This is 
where powerful digital platforms come into play. These 
platforms will enable enterprises to harness new 
technologies and agilely innovate in order to deal with 
changes and new competitive forces.

Digital platforms are essential to successful digital 
transformation.
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Buildings, factories, production lines, and utilities are the physical platforms necessary for organizations to 
operate. Using information technology, companies can manage their physical platforms more efficiently than ever 
before, and streamline their business operations. This process is what we call digitization.

More advanced IT technologies, such as the Internet, cloud computing, and AI, are changing how companies work 
and leading to the creation of new business models. This process is digital transformation. The IT systems and 
operational methods that accompany them form a company’s digital platform.

Together with our ecosystem partners, Huawei provides leading, innovative digital platform solutions as well as 
relevant technologies and products. Our offerings are ideal for helping customers build open, secure, flexible, and 
easy-to-use digital platforms. By empowering data integration, business coordination, and agile innovation, these 
digital platforms will pave the way for successful digital transformation.

Business Review 2018

In 2018, the global economy saw relatively stable growth, but was facing a possible slowdown. We stayed focused 
on ICT infrastructure and smart devices, and continued investing to create value for our customers, deliver better 
experiences to consumers, and improve the quality of our operations. Our annual revenue was CNY721,202 million, 
up 19.5% year-on-year.

(CNY Million) 2018 2017 YoY

Carrier Business 294,012 297,838 (1.3)%

Enterprise Business 74,409 60,091 23.8%

Consumer Business 348,852 240,372 45.1%

Other 3,929 5,320 (26.1)%

Total 721,202 603,621 19.5%

(CNY Million) 2018 2017 YoY

China 372,162 312,532 19.1%

EMEA 204,536 164,603 24.3%

Asia Pacific 81,918 71,199 15.1%

Americas 47,885 39,470 21.3%

Other 14,701 15,817 (7.1)%

Total 721,202 603,621 19.5%
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■ In the Chinese market, our flagship smartphones 
enjoyed continued growth, our mid-range 
smartphones became more competitive, and we 
created more local sales channels. Our enterprise 
business was presented with opportunities related 
to digital and intelligent transformation, and our 
capabilities in developing industry-based solutions 
improved. Thanks to these factors, Huawei earned 
CNY372,162 million in revenue from the Chinese 
market, up 19.1% year-on-year.

■ As a result of the growing sales of our high-end and 
mid-range smartphones, a growing share of the 
smartphone market, and the accelerated pace of 
digital transformation in our enterprise business, 
Huawei earned CNY204,536 million in revenue from 
Europe, the Middle East, and Africa (EMEA), up 
24.3% from 2017.

■ In the Asia-Pacific Region, our consumer business 
saw greater synergy between its dual brands, 
our mid-range and low-end products became 
much more competitive, and the rate of digital 
transformation increased in our enterprise 
business. Thanks to these factors, Huawei 
maintained strong growth momentum and earned 
CNY81,918 million in this region, up 15.1% year-on-
year.

■ In Latin America, enterprises were building new 
digital infrastructure and our mid-range consumer 
products were more competitive. As a result, 
Huawei’s revenue from the Americas grew to 
CNY47,885 million, up 21.3% from 2017.

Carrier Business

We are in an age of surging innovation. The time 
for large-scale 5G deployment is now. Artificial 
intelligence (AI) has become a new general-purpose 
technology, and technologies like the Internet of Things 
(IoT) and cloud computing are more important than 
ever.

As the cornerstone enabling the global digital economy 
and an intelligent world, the telecom industry is faced 
with tremendous opportunities. Carriers around 
the world are actively adopting new technologies, 
especially 5G and AI, to push the boundaries of their 
business and achieve greater success.

Huawei is committed to enabling carriers’ continued 
business growth and digital transformation with 
innovative technologies and solutions. We are 
accomplishing this by focusing on typical business 
scenarios and resolving customer issues. Specifically:

■ We deliver simplified networks and simplified 
operations & maintenance (O&M) for 5G with 
industry-leading end-to-end 5G capabilities. We 
are driving the large-scale commercial rollout of 
5G, and building a mature 5G ecosystem.

■ We enable autonomous driving networks and 
intelligent operations with the SoftCOM AI solution, 
boosting energy efficiency, network performance, 
O&M efficiency, and user experience.

■ We help carriers achieve new growth with 
innovative business solutions, including B2C, 
premium home broadband, cloud-network 
convergence, and IoT solutions.

In 2018, we maintained solid performance in our carrier 
business, generating revenue of CNY294,012 million. 
In the face of new opportunities and challenges, 
our approach is to take on complexity ourselves and 
create simplicity for our customers. Through heavy 
investment and continuous innovation, we will continue 
to work with our carrier customers and partners to 
drive the robust and rapid development of the telecom 
industry.

5G Is ON

The time is right for carriers around the world to deploy 
5G. By the end of February 2019, we had signed more 
than 30 commercial contracts for 5G with leading 
global carriers, and shipped more than 40,000 5G base 
stations to markets around the world.

At the Mobile World Congress (MWC) 2018, Huawei 
launched the world’s first device chipset supporting 
the 3GPP standard for 5G and the first 5G Customer 
Premise Equipment (CPE) powered by the chipset.
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In September 2018, Huawei was the first vendor to 
complete all three phases of China’s 5G technology 
R&D test on non-standalone (NSA) and standalone 
(SA) 5G architecture organized by the IMT-2020 (5G) 
Promotion Group. The test results showed that Huawei 
outperformed other vendors in all areas.

By the end of 2018, Huawei worked with major industry 
vendors to complete the first interoperability testing 
between 5G devices, networks, and chipsets, laying a 
solid foundation for carriers’ large-scale deployment 
of 5G.

Huawei’s best end-to-end 5G solutions feature 
simplified sites, simplified architecture, simplified 
protocols, and simplified O&M. These solutions will 
help carriers achieve rapid, large-scale rollout of 
high-performance 5G networks, significantly reduce 
network rollout and O&M costs, and increase ROI.

In recognition of Huawei’s 5G technologies and 
products, more than 50 carriers around the world, 
including Vodafone, Telefónica, China Mobile, 
China Unicom, and China Telecom, have partnered 
with Huawei on 5G commercial tests to drive the 
commercialization of 5G.

In addition, Huawei has been actively exploring new 
applications for 5G. We have teamed up with more 
than 280 industry-leading partners on more than 50 
projects. We are working with partners in industries 
including electricity, manufacturing, transportation, 
and fishing to deploy innovative 5G solutions in real-
world scenarios. The value that 5G can deliver has 
been fully recognized.

SoftCOM AI Building Autonomous Driving 
Networks

To help our carrier customers continue to reduce 
OPEX and improve efficiency and competitiveness, we 
launched our SoftCOM AI solution, bringing full-stack, 
all-scenario AI technologies to All-Cloud networks to 
enable autonomous driving networks. This has helped 
our customers maximize energy efficiency, network 
performance, O&M efficiency, and user experience. 
Some highlights are listed below.

In energy efficiency, Huawei uses AI to improve the 
energy efficiency of networks and help build green 
networks:

■ Our SmartSite solution improves site energy 
efficiency by more than 28% through maximum 
power point tracking (MPPT) and smart equipment 
shutdown while meeting all KPI targets.

■ Our iCooling data center energy solution precisely 
optimizes energy efficiency in real time based on 
load and environment changes, and reduces the 
energy consumed by central equipment rooms and 
data centers by 15%.

In performance improvement:

■ Our AI Fabric solution uses the industry’s first data 
center switch powered by an AI chip. The solution 
also uses the innovative iLossless algorithm, 
improving the computing efficiency of data centers 
by 50%.

■ Our Capacity Booster solution improves spectrum 
efficiency by around 10% based on autonomy 
in layers and coordination between the MBB 
Automation Engine (MAE) and site AI. MAE improves 
performance optimization efficiency by 100% 
thanks to closed-loop automation.

In network operations efficiency, Huawei has launched 
the intelligent operations services AUTIN™ based on 
big data and AI technologies. Through automation and 
intelligent capabilities, these services help customers 
improve operations efficiency and gradually evolve to 
zero service outage, zero NOC intervention, and zero 
network risk.

In user experiences:

■ Huawei has integrated AI voice recognition, image 
recognition, and intelligent translation functions 
into the intelligent conferencing system to help 
companies enhance collaborative work.

■ Our intelligent customer service solution uses a 
voice chat robot to humanize language interactions, 
significantly improving user experience.

Huawei is actively building full-stack, all-scenario AI 
capabilities, targeted at the telecom industry, aiming 
to provide customers with abundant and affordable 
computing power. This includes our Ascend series of 
AI chips and our Atlas intelligent computing platform, 
which supports a full range of scenarios, including 
clouds, edges, and devices. We have also adopted AI 
in our all-flash and distributed cloud storage services 
to help customers build an efficient and intelligent 
foundation of data.
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Innovation Inspiring New Growth

Huawei has continued innovating in networks, services, 
and business models to help carriers redefine the 
boundaries of their business and achieve new growth 
by targeting individuals, homes, and enterprises. Some 
highlights are listed below.

In the B2C domain:

■ We enabled hundreds of millions of users in 
emerging markets to upgrade their mobile 
broadband services more quickly. This was 
achieved in many ways, such as helping carriers 
precisely identify users through big data analytics 
and increase the efficiency of sales channels.

■ We helped carriers monetize traffic and create 
value through digitalized end-to-end traffic 
management and precise investment planning.

■ We deployed the RuralStar solution together with 
more than 100 carriers around the world, bringing 
mobile services to tens of millions of previously 
unconnected people in remote areas.

In the B2H domain, commercial deployment of 4K, 
8K, and Cloud VR services has gained traction, 
representing higher requirements for the quality of 
home broadband services. We launched the 5-Star 
Premium Home Broadband Solution, which improves 
network construction efficiency and reduces TCO from 
end to end. In 2018, we did the following:

■ Huawei’s 10G PON solutions were applied 
commercially by more than 30 leading carriers.

■ Our Optical Distribution Network (ODN) served more 
than 80 carriers.

■ We worked with more than 10 carriers worldwide 
through our NetCity joint innovation program to 
provide premium home broadband services.

In carrier B2B services, by adopting the “Cloud + 
Network + X” model, our cloud-network convergence 
solution has brought together a robust ecosystem. This 
solution helps carriers develop the ability to provide 
end-to-end one-stop-shop cloud-network services and 
build digital service platforms for B2B. It also helps 
carriers overhaul existing business models by shifting 
the focus from resources to business and services. 
As a result, they can achieve new growth in the carrier 
B2B market.

The IoT industry is growing increasingly faster around 
the world, driving the rapid development of smart 

cities. Huawei has helped carriers roll out 53 NB-
IoT networks and 16 eMTC networks. We deliver IoT 
services in the form of cloud services so that they are 
available around the world upon launch. This helps our 
customers and partners rapidly deploy applications in 
a cost-effective way.

Video has become a core service for carriers, and more 
than 150 carriers around the world have launched their 
video service packages. Huawei has been working to 
develop capabilities in the areas of business, network, 
O&M, and ecosystem building to help carriers the world 
over accelerate their development of video services, 
increase user loyalty and O&M efficiency, monetize 
video services, and achieve greater business success.

Wireless Networks

Huawei has built efficient, agile, and automated mobile 
broadband networks targeting the 5G era and helped 
carriers drive the digital and intelligent transformation 
of industries. We have also increased carriers’ ROI and 
helped them maximize network value in the areas of 
sites, spectrum, and continuous network evolution. Our 
scenario-specific solutions enable mobile networks to 
carry more services.

In 5G, Huawei has continued to build core capabilities. 
Some of our achievements are as follows:

■ We have become an industry leader in Massive 
MIMO, a key technology for 5G, and our 5G 
microwave has kicked off full commercial 
deployment.

Installation of Huawei’s 5G 64T64R AAU; Huawei’s all-
scenario 5G sites facilitate rapid, large-scale deployment of 5G 
worldwide
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■ Huawei’s simplified 5G sites have helped carriers 
make the most of legacy site assets in terms of 
base stations, antennas, energy, and transmission 
to reduce investments and quickly activate 5G 
sites.

■ Our innovative energy saving solutions have helped 
carriers reduce site power consumption and build 
green 5G sites.

In LTE, this all-service foundation network has 
continued to evolve, winning high acclaim from major 
carriers around the world. Highlights include:

■ Huawei’s multi-frequency, multi-channel, and 
multi-sector solution increases network capacity 
and coverage, and maximizes spectrum efficiency. 
Delivering 5G-like experiences, this solution 
provides assurances for ultra-high-speed mobile 
Internet services, and lays a solid foundation for 
5G’s commercial deployment.

■ By the end of 2018, we had deployed LTE-Advanced 
Pro (4.5G) networks for 182 carriers worldwide, and 
worked with more than 1,000 partners from around 
the world to build a sustainable ecosystem for our 
industry. We have incubated new services like IoT, 
AR, and VR to help carriers seize new business 
growth.

Our WTTx wireless broadband solution supports 
efficient deployment and delivers fiber-like wireless 
connectivity to home users. Some of our achievements 
with this solution include:

■ By the end of 2018, we had deployed the WTTx 
solution on more than 180 networks in more than 
120 countries and regions, connecting more than 40 
million home users.

■ We have provided over a million households in the 
Philippines, South Africa, and Japan with access to 
high-quality wireless home broadband services.

WTTx supports continuous evolution toward 5G. Its 
higher speeds and larger capacity mean that everyone 
can enjoy mobile ultra-broadband services. The WTTx 
solution is expected to be widely adopted in multiple 
scenarios, including households, small- and medium-
sized enterprises, and wireless verticals.

Fixed Networks

The ultra-broadband industry is booming. New 
services including ultra-HD video, Cloud VR, and cloud-
network convergence are driving ongoing network 
upgrades and evolution.

Carriers are now facing fierce competition from 
OTT and IT players. In response to carriers’ new 
requirements, Huawei has helped build converged 
transport networks that are automated, intent-
driven, and support ultra-high bandwidth. With these 
networks, carriers can provide high-quality broadband 
and private line services that meet SLAs to achieve 
high-value growth.

In the cloud era, carriers are in urgent need of digital 
transformation. Data centers and cloud-network 
convergence services can enable significant business 
growth for carriers. In 2018, progress in these two 
areas included:

■ By the end of the year, Huawei’s CloudFabric 
solution had been commercially deployed in more 
than 1,200 data centers in more than 120 countries 
and regions, building flexible, open, and secure 
intelligent data centers. This solution has helped 
carriers and enterprises remain competitive in the 
cloud service market.

■ Huawei helped leading global carriers build one-
stop-shop service solutions featuring cloud-
network convergence. The solutions provide 
premium private line services by reducing service 
provisioning time from weeks to days and allowing 
users to subscribe to services in just minutes on 
their own.

As we enter the 5G era, the construction of 5G 
transport networks has gained traction. Huawei’s 
5G-ready transport solution adopts simplified 
network architecture, simplified SRv6 protocols, and 
simplified NCE O&M to minimize the cost per bit, 
improve configuration efficiency, and automate the 
full lifecycle. With the many benefits it delivers, the 
solution prepares carriers for the capacity and O&M 
challenges that may emerge in the 5G era. Our 5G 
transport solution has been commercially deployed by 
more than 40 carriers around the world, continuously 
spearheading the construction of 5G transport 
networks.
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Cloud Core Networks

Huawei’s simplified 5G core network solutions are fully 
converged, intelligent, autonomous, and microservice- 
oriented. They enable carriers to quickly construct 
networks and support service innovation.

Huawei’s cloud-based core network solutions adopt 
an innovative Cloud Native software architecture and 
support smooth evolution toward 5G core networks. 
They help carriers speed up service launches, improve 
the efficiency of network operations, and maximize 
resource utilization. We have signed more than 480 
NFV commercial contracts around the world.

Our VoLTE solution helps carriers fully leverage high-
value spectrum and lays a foundation for 5G voice 
services. We have put more than 50 VoLTE networks 
into commercial use, serving more than 300 million 
users.

The Huawei Envision video solution features device-
cloud synergy and cloud-edge synergy. The former 
delivers an inspired video experience while the latter 
supports the commercial deployment of ultra-HD 4K 
and 8K VR services. The solution uses cloud services 
to help carriers develop video services. Building on this 
solution, we also developed the first ultra-HD video 
service based on 5G, creating an inclusive, quality 
digital lifestyle for users.

Huawei helps carriers expand connectivity, explore 
the value of connectivity, and enable industry 
development. Based on the OceanConnect IoT 
platform, China Telecom and Huawei jointly deployed 
the full-stack eCloud IoT platform, offering a wide array 
of device management and application enablement 
services. With this platform, both companies are 
working to build an ecosystem and incubate business 
applications. The number of connections on this 
platform has exceeded 100 million.

IT

In the IT domain, Huawei is committed to being an 
innovator of cloud data centers in the 5G and AI eras. 
We jointly innovate with our customers and partners 
in the areas of cloud computing, big data, and AI in 
order to accelerate carriers’ digital and intelligent 
transformation.

In the cloud computing domain, Huawei’s cloud 
computing solutions have a unified architecture for 
private clouds, public clouds, and hybrid clouds. We 
have deployed cloud platforms for more than 270 
carriers and their subsidiaries worldwide.

In the storage domain, two Huawei storage products 
stand out:

■ The OceanStor Dorado V3 all-flash storage system: 
Targeting carriers’ mission-critical services, the 
system has a latency that is only one-tenth of 
traditional storage systems, with the TCO reduced 
by 60%. The system has been deployed in the 
mission-critical services of more than 150 carriers 
around the world, and earned the recommended 
ranking from market research firm DCIG.

■ FusionStorage distributed cloud storage solution: 
This solution helps deal with the massive amount 
of data that will be generated in the 5G era. It 
supports a maximum of 4,096 nodes in a cluster 
and builds a centralized storage pool to host 
hundreds of petabytes of data.

In the intelligent computing domain, Huawei launched 
its Atlas intelligent computing platform, an all-
scenario AI solution that provides superior computing 
power to meet customer expectations. This platform 
features cloud-edge synergy and all-scenario 
coverage, and supports integrated solution delivery. 
We have partnered with the Shenzhen Traffic Police 
to build an intelligent “traffic brain”, which can search 
for photos from its library of 1 billion photos in just 
seconds and analyze the video clips provided by more 
than 20,000 cameras in real time. The “traffic brain” 

Huawei is committed to customer-centricity and open 
innovation. The C&C08 was a large-capacity digital SPC 
switching system developed by Huawei that integrated 
switching and transmission, wired and wireless, and 
narrowband and broadband. The C&C08 delivered a wide range 
of services, supported flexible networking, and was widely used 
in international offices, toll offices, gateway offices, tandem 
offices, and local offices of carriers, as well as dedicated 
communications networks in a number of industries. First 
launched in 1993, the C&C08 ended its run in 2018. During its 
25-year lifecycle, it served hundreds of millions of users across 
more than 100 countries and regions.
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has boosted road capacity in Shenzhen by around 8% 
and resulted in a tenfold increase in law enforcement 
efficiency, redefining traffic management with 
intelligent technologies.

Network Energy

Huawei is committed to providing carriers with network 
energy solutions that are efficient and reliable, and 
enable smart O&M. We strive to continue to lead 
energy digitization for a smart and sustainable world.

To adapt to the 5G era, Huawei launched the industry’s 
first 5G Power Solution, spearheading the application 
of the “one band, one blade” and “one site, one 
cabinet” site construction models. By adopting 
innovative technologies including intelligent synergy 
between energy and networks, intelligent peak 
shaving, and dynamic voltage boosting, the solution 
reduces deployment costs, improves network energy 
efficiency, and ensures faster, simpler, and more cost-
effective network evolution toward 5G.

In the data center energy domain, our prefabricated 
modular data center has been widely applied by 40 
carriers worldwide and become the mainstream model 
for carriers in the Middle East, Latin America, and 
Africa to build hyperscale data centers. At the same 
time, Huawei has driven the standardization of power 
usage effectiveness (PUE) testing for data centers. 
We have worked with industry organizations including 
the Green Grid, and received the world’s first PUE test 
certificate for indoor modular data center products.

Global Services

Huawei continues to increase investments in the 
services domain, building a unified digital platform and 
expanding our ecosystem partners. We have developed 
a wide array of scenario-specific solutions that are 
integrated into carriers’ business processes, including 
network planning, building, O&M, optimization, and 
operations, to help them accelerate their digital 
transformation and achieve greater success.

Highlights include:

■ Our Premium Ultra Broadband Solution improves 
user experience by integrating carriers’ end-to-end 
business processes.

■ Our CWR@Digital Solution enables the digital 
transformation of network operations and has 
been deployed in more than 40 projects for 
carriers including VIVA in Kuwait and China Unicom 
Shandong.

■ We have used the HUAWEI SmartCare® CEM 
solution to construct and help operate more than 
60 service operations centers (SOCs) around the 
world, improving the service quality of more than 
160 networks.

Another highlight is our intelligent operations services 
AUTIN™. They leverage the Operation Web Services 
(OWS) platform and operations expertise to make 
operations automated and intelligent and increase 
their efficiency and quality. By the end of 2018, more 
than 30 carriers, including China Mobile, Celcom in 
Malaysia, and MTN South Africa, signed contracts for 
commercially deploying AUTIN with Huawei, and over 
6,600 operations developers worldwide used the OWS 
platform for innovation and development.

In preparation for the 5G era, Huawei leverages digital 
technologies, including site digital twin, digital survey, 
and AI acceptance, to integrate processes and share 
data streams from end to end. This supports faster, 
large-scale 5G deployment. At the same time, we use 
AI and other technologies to help carriers move toward 
ultra-simplified operations in the 5G era.

Huawei continues to build a robust delivery ecosystem. 
We promote digital delivery models featuring 
centralization, sharing, and convergence. With our 
Integrated Service Delivery Platform (ISDP), we have 
successfully delivered more than 10,000 projects 
worldwide. Our high-quality professional services 
have ensured the stable operations of more than 1,500 
networks in more than 170 countries and regions, and 
supported network stability for our customers during 
more than 200 key events around the world.

In the telecom industry, a great new era is just 
around the corner. Moving forward, Huawei will 
remain committed to openness, collaboration, and 
shared success. Together with our customers and 
partners across the globe, we will forge ahead and 
build a fully connected, intelligent world.

Huawei’s service staff and partners check site installation 
safety (photo taken by Togrul Murtuzayev).
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Enterprise Business

An intelligent world where all things can sense, all 
things are connected, and all things are intelligent is 
fast approaching. In the enterprise business, Huawei 
adheres to a “Platform + Ecosystem” strategy, where 
we provide platforms and stress the importance of 
ecosystem support.

Together with our partners, we are delivering 
ubiquitous connectivity and pervasive intelligence 
to our government and enterprise customers. We 
have also built a digital platform integrating new ICT 
technologies including cloud computing, artificial 
intelligence (AI), the Internet of Things (IoT), big data, 
integrated communications, video, and geographic 
information system (GIS). Our goal is to enable 
customer digitization and bring digital to every 
organization.

We are actively working with customers, partners, 
developers, industry alliances, and standards 
organizations to build an interdependent ecosystem 
that fosters shared growth. We continue to share 
value with our partners, and support them in the joint 
innovation of solutions, marketing, talent cultivation, 
finance, supply chains, and IT systems. In addition, we 
have worked to facilitate the development of industry 
standards and cut the costs of digital transformation. 
Through these efforts, we aim to jointly create value 
for customers, grow the industries we support, and 
achieve sustainable development.

In 2018, we continued to innovate in products and 
solutions in domains such as cloud computing, IoT, 
AI, intelligent computing, campus networks, and 
data centers. We also worked to promote wider 
adoption of our innovative products and solutions in 
digital government and safe city projects, as well as 
in sectors such as finance, energy, transportation, 
and manufacturing. By the end of 2018, 211 Fortune 
Global 500 companies – 48 of which are Fortune 100 
companies – selected Huawei as their partner for 
digital transformation.

In 2018, revenue from our enterprise business was 
CNY74,409 million, a year-on-year increase of 23.8%. 
Our enterprise business is gradually becoming a major 
engine behind Huawei’s growth.

Competitive Digital Platform Technology

Huawei aims to further accelerate the digital 
transformation of industries and create more customer 
value. To achieve this, we have built a digital platform 

that covers technologies such as AI, big data, cloud 
computing, IoT, and integrated communications. 
This platform enables data integration, business 
collaboration, and agile innovation. It has become an 
essential tool helping industries go digital and building 
a foundation for the future digital world.

Building Ubiquitous Connectivity

We have driven wide adoption of our Intent-Driven 
Network Solution by enterprises, and fueled the digital 
transformation of governments and public utilities 
as well as sectors including finance, Internet Service 
Providers (ISPs), and retail. Huawei was named a 
Leader in The Forrester WaveTM: Hardware Platforms 
For Software-Defined Networking, a report released 
by Forrester Research. Some of our success stories 
include the following:

■ ETH Zurich, the Swiss Federal Institute of 
Technology Zurich, has chosen Huawei to provide 
stable, high-performance wireless campus 
networks, advancing its “learning anytime, 
anywhere” strategy.

■ The Industrial and Commercial Bank of China (Asia) 
has adopted Huawei’s SDN-based data center 
network solution, which allows multiple services 
to share one set of network hardware. This helps 
maximize resource utilization and launch services 
faster.

In response to rapidly changing industries, Huawei has 
launched multiple wireless private network solutions 
that have been applied extensively. Some of these 
solutions include:

■ Huawei’s eLTE solution has seen wider adoption in 
regions rich in natural resources, including South 
America, southern Africa, and the Middle East. The 
solution makes production more secure, efficient, 
and eco-friendly.

■ Huawei remains a leader in private broadband 
networks for safe cities, and has helped countries 
including Thailand and Egypt achieve efficient 
collaboration between government departments.

■ Our IoT-G 230 MHz solution has been applied in 
areas across China, including Hunan, Anhui, Hebei, 
and Shanghai, and we have encouraged many 
mainstream communications vendors to support 
the IoT-G standard. We have established strategic 
partnerships with multiple leading companies 
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in the electricity sector and driven the rapid 
development of the 230 MHz electricity private 
network ecosystem.

■ Our eLTE-U solution has helped build the 
second intelligent management network for 
Line 17 and Line 18 of Chengdu Metro in China’s 
Sichuan province. This was the world’s first 
ultra-high-speed metro trackside network. Our 
eLTE-U solution was also commercially deployed on 
the first high-speed rail in Africa, run by Morocco’s 
national railway operator, ONCF.

Delivering Pervasive Intelligence

In the intelligent era, Huawei has been deeply 
integrating AI technology with IT products and 
solutions, and conducting joint innovation with our 
customers and partners in government, public utilities, 
finance, large enterprises, and other sectors. This 
joint effort has accelerated digital and intelligent 
transformation. Some success stories include the 
following:

■ China Merchants Bank partnered with Huawei to 
develop FinTech-level distributed databases and 
use FinTech to transform into a genuine “FinTech 
bank” that provides users with faster, more 
convenient, and more personalized services.

■ BYD used Huawei’s OceanStor Dorado all-flash 
system to upgrade its Enterprise Resource Planning 
(ERP) system. The latency of the storage system 
was shortened to less than 1 ms, the time needed 
to query materials was reduced from 14 minutes to 
4 minutes, and overall system efficiency improved 
five-fold.

In Gartner’s Magic Quadrants report, Huawei’s storage 
products have remained in the Leaders quadrant 
for the third time. In a report by Forrester Research, 
the HUAWEI CLOUD FusionInsight Big Data Solution 
was listed among the More Viable players, in terms 
of sustainable competitiveness, in computer vision 
software for AI in China. According to reports released 
by market research firm IDC, the Huawei FusionAccess 
Desktop Solution and our hyper-converged 
infrastructure, FusionCube, held the largest market 
share in China.

Huawei also uses AI technology to maximize the value 
of ICT infrastructure. We released our Smart DC 3.0 @
AI solution, which uses AI technology to build smarter 
data centers. This solution features i3 (iCooling, iPower, 
and iManager):

■ iCooling reduces power usage effectiveness (PUE) 
by enabling the cooling system to automatically 
optimize power consumption.

■ iPower improves reliability through preventative 
maintenance.

■ iManager improves the resource utilization of 
hyperscale data centers by around 20%.

Our data center energy solutions have been adopted on 
a large scale in governments as well as industries such 
as finance, ISPs, and energy. Huawei’s prefabricated 
modular data center solution and modular UPS 
continue to hold the largest market share globally, and 
we won DCD’s global annual Living at the Edge award.

In the photovoltaic (PV) domain, Huawei has been 
integrating ICT and AI with PV technologies to drive the 
PV industry to become fully intelligent, further reduce 
the Levelized Cost of Energy (LCOE) of PV plants, and 
make grid parity a reality sooner. According to reports 
from market research firm IHS Markit, shipments of 
Huawei smart PV inverters have ranked No. 1 globally 
for three consecutive years.

Building a Digital Platform That Integrates 
New ICT Technologies

To address the core requirements of industry 
customers, Huawei has integrated new ICT 
technologies such as cloud computing, AI, IoT, big data, 
integrated communications, video, and GIS to build 
an intelligent, open, flexible, easy-to-use, and secure 
digital platform.

To provide IoT services to enterprises, Huawei has 
enabled digital transformation across all industries 
through expanded connections, cloud services, and 
AI. In 2018, we released IoT Cloud Service 2.0. This 
new service provides pre-integrated industry suites, 
and offers platform cloud services such as Intelligent 
Transportation, Connected Vehicle, Smart City, and 
Smart Campus services.

Huawei and Deutsche Post DHL have jointly developed 
industrial logistics solutions. Working together, both 
companies have innovated in the areas of logistics, 
transportation, “last mile” delivery, and warehousing 
management. This partnership has significantly 
improved efficiency, safety, and customer service in 
the global logistics industry.

Huawei and China’s State Power Investment 
Corporation Limited signed a comprehensive 
partnership agreement to collaborate over the long 
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term. The companies will work closely together, at both 
corporate and regional levels, in the areas of Industrial 
Internet platforms, smart campuses, and PV energy. 
This partnership aims to deeply integrate the Internet, 
big data, and AI with the real economy, maximize the 
strengths of both companies, and achieve shared 
success and common development.

Huawei has also extensively explored the industrial 
and automobile domains, and has deepened 
collaboration with the Airbus China Innovation Centre, 
HBIS Group, FAW Group, Dongfeng Motor, Chongqing 
Changan Automobile, SAIC Motor, BAIC Group, and 
GAC Group in the areas of Industrial IoT, intelligent 
transportation, and connected vehicles. We have 
provided solid support for the digital transformation of 
numerous industrial customers and partners.

At IoT Solutions World Congress 2018, Huawei’s 
OceanConnect IoV Platform, which helped Groupe 
PSA become a leader in mobility services, won the 
award for Business Transformation. Together with our 
partners, we launched a city-wide LTE-V2X network 
in Wuxi, China, marking the world’s first city-wide 
deployment of a commercial LTE-V2X solution. This 
project won the Special Award for Technologies, New 
Products, and New Applications at the 2018 World 
Internet of Things Exposition – the highest honor 
presented at this event.

Huawei’s enterprise communications technology has 
accelerated the digitization of enterprise office work. 
Examples include the following:

■ The Umbria Regional Government in Italy used 
Huawei’s HD videoconferencing platform and RP 
Series Telepresence system. This platform and 
system ensure more effective communication 
between government departments, and ultimately 
improved the image of public administrations.

■ Huawei developed an end-to-end 
videoconferencing solution for Air China, which 
greatly improved communication efficiency 
between Air China HQ and branches and helped the 
company provide superior services .

IDC reports show that Huawei’s videoconferencing 
products have ranked first in China and third globally 
in terms of market share for several years.

We launched our software-defined camera (SDC) and 
CloudIVS 3000 video cloud platform. With device-cloud 

synergy and network-wide intelligence, the camera and 
platform can meet security requirements in numerous 
scenarios, including safe cities, transportation, and 
campus networks. Mauritius used Huawei’s intelligent 
video surveillance and intelligent road surveillance 
systems to improve safety. Huawei’s products help the 
country implement proactive monitoring, provide early 
warnings, strengthen public safety management, and 
optimize traffic.

A Wealth of Experience in Helping 
Governments and Enterprises Go Digital

Driven by business needs and starting with top-level 
designs, Huawei focuses on creating customer 
value, and works with leading global enterprises and 
governments to continuously explore and implement 
best practices for digital transformation. We have 
helped our customers build an agile and intelligent 
foundation upon which to join the digital business 
revolution.

Smart City

Huawei launched the Smart City Digital Platform, 
which is powered by our full-stack, all-scenario 
AI portfolio. The platform integrates digital 
urban resources such as IoT, big data, geographic 
information, video cloud, and integrated 
communications to enable data sharing, business 
collaboration, and agile development.

Huawei played an active role in the development of 
China’s national standard for smart cities, Smart city 
– Top-level design guide (GB/T 36333-2018), which took 
effect on January 1, 2019. The Intelligent Operation 
Center (IOC), a solution developed by Huawei that 
functions as the “brain” of the smart city, has been 
deployed in more than 10 cities around the world, and 
has become the leader in the global IOC domain. Some 
highlights of Huawei’s contributions to smart city 
development are as follows:

■ In Saudi Arabia, Huawei helped Yanbu make its 
digital transformation blueprint a reality. As a 
result, resident satisfaction increased to 90%.

■ In South Africa and Thailand, the Huawei 
Government Cloud Solution helps governments 
share resources, integrate data, and continuously 
increase the adoption of ICT.
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At the Smart City Expo World Congress (SCEWC) 2018, the 
city of Gaoqing in China’s Shandong province won the Digital 
Transformation Award for successfully going digital with 
Huawei’s Smart City Digital Platform and serving as a role 
model for building a smart city that can be replicated by small- 
and medium-sized cities. Rustenburg, South Africa won the 
finalist award for the Governance & Finance Project for creating 
a smarter and more secure digital ecosystem with the help of 
Huawei.

■ In Brazil, Huawei’s e-tax solution has helped double 
the number of electronic invoices issued, and 
helped the country implement its tax reforms.

■ In China, Huawei has participated in more than 60 
smart city projects, including in Beijing, Shanghai, 
Tianjin, Shenzhen, Suzhou, Jilin, Yiyang, and 
Gaoqing. We have used the latest technologies such 
as 5G, cloud computing, and IoT to help customers 
build new types of governments, which enable 
smarter city administration and foster a more 
people- and business-friendly environment.

■ Huawei’s e-customs solution has assisted 
customs in 12 countries digitize operations and 
improve customs clearance efficiency, facilitating 
international trade.

Huawei has helped more than 160 cities in over 40 
countries and regions implement smart city projects.

city solutions using ICT technologies such as AI, cloud 
computing, big data, and IoT. Our Safe City Compact 
Solution has been used to protect citizens in small- 
and medium-sized cities like Chia in Colombia and 
Vitacura in Chile. Other achievements include the 
following:

■ With our solution, the city of Lahore in Pakistan 
has decreased the average time it takes to respond 
to public safety incidents from 30 minutes to 10 
minutes, and shortened the average time it takes 
police officers to resolve a case from 45 days to 2 
days.

■ We helped police officers in Côte d’Ivoire resolve 
more than 10,000 cases in one year, and supported 
stable network operations during key events 
including the African Union-European Union 
Summit and the Games of La Francophonie.

Huawei’s safe city solutions now serve over 700 cities 
across more than 100 countries and regions, including 
Brazil, Mexico, Serbia, Singapore, Spain, South Africa, 
and Turkey.

Finance

Huawei has continued to work with top financial 
institutions, research institutes, and independent 
software developers worldwide to accelerate the 
transformation of financial institutions. 2018 highlights 
include the following:

■ Huawei’s all-flash storage solution helped CSS 
Insurance in Switzerland to improve the processing 
performance of its business systems and provide 
convenient and efficient insurance services to 
millions of customers.

■ Huawei’s Financial Big Data Solution helped China 
Merchants Bank and China Pacific Insurance 
achieve data-driven intelligent risk control, 
reducing the total number of fraud cases by around 
50% and preventing potential annual losses by 
more than CNY1 billion.

■ Huawei’s Financial Active-Active Solution helped 
Italian bank Widiba build a high-availability data 
storage and management platform to provide 
customers with uninterrupted online financial 
services.

Safe City

Huawei is a leader in the digital transformation of 
the public safety industry and a pioneer of the global 
public safety ecosystem. We are committed to bringing 
safety to every citizen and every city, and establishing 
interconnected, intelligent, and collaborative safe 
cities.

We have worked with more than 100 leading solution 
partners around the world to develop innovative safe 
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Huawei and Deloitte released a white paper aimed at 
the finance industry titled Combining Experience and 
Technology for Boundless Smart Banking. In addition, 
Huawei and IDC jointly released the Leading with Digital 
in Banking white paper. These white papers provide 
guidance for building smart banks and offer models 
and methodologies that help financial institutions 
comprehensively evaluate the maturity of their 
digitization process.

Huawei currently serves more than 300 large financial 
institutions, including 20 of the world’s top 50 banks.

Energy

Huawei strives to become a one-stop-shop ICT solution 
provider for the electricity industry and a preferred 
partner for smart grid development. Our smart grid 
solutions have been extensively deployed by over 190 
customers in the electricity sector, including Italian 
multinational energy company Enel, the Provincial 
Electricity Authority (PEA) of Thailand, and State Grid 
Corporation of China. Highlights include the following:

■ Huawei and State Grid Corporation of China 
jointly launched the innovative eLTE-DSA 230 MHz 
solution, which focuses on narrow-band discrete 
spectrum and helps efficiently carry power 
distribution and consumption services.

■ Huawei’s Value-added Power Communications 
Network Solution for the electricity sector helped 
Saudi Electricity Company (SEC) and the Dubai 
Electricity and Water Authority (DEWA) strategically 
transform into smart city infrastructure service 
providers.

■ The 1901.1-2018 – IEEE Standard for Medium 
Frequency (less than 12 MHz) Power Line 
Communications (PLC) for Smart Grid Applications, 
which Huawei helped establish, has been officially 
released.

In the oil and gas industry, Huawei has worked with 
partners to provide solutions such as exploration and 
production cloud, oil and gas IoT, digital pipeline, and 
intelligent refinery. Some achievements include the 
following:

■ Huawei’s cloud data center helped the largest oil 
and gas company in North Africa go digital.

■ Huawei’s HPC solution was deployed for petroleum 
exploration in Mexico and Malaysia.

■ Huawei’s transmission networks have helped 
ensure secure and stable operations of oil pipelines 
in Russia and North Africa.

We have also explored the adoption of AI, big data, 
edge computing, and other technologies in the oil 
and gas industry. This experience will allow us to help 
many companies, such as China National Petroleum 
Corporation, improve their oil exploration efficiency.

Transportation

Huawei strives to apply intelligent technologies to 
foster a thriving transportation industry. With this 
in mind, we have adopted big data, video cloud, IoT, 
Integrated Communications Platform (ICP), and other 
new technologies to drive the digital transformation of 
the transportation industry.

In the aviation domain, Huawei launched the 
Smart Airport 2.0 Solution. Focusing on three core 
requirements – security, high-quality service, and 
efficiency, the solution helps build a smart airport 
where operations management is refined and 
visualized, passenger services are personalized and 
precise, operations are intelligent and efficient, and 
resources and equipment are fully connected. Two 
notable examples are:

■ We worked with Shenzhen Airport Group to 
establish a digital transformation platform and 
build an airport that will deliver the best possible 
experience.

■ We provided a highly reliable and hyper-converged 
IT architecture for Aeronautical Radio of Thailand.

In the rail transport domain:

■ In Australia, Huawei has been contracted to build a 
world-leading 3GPP compliant LTE-based mission-
critical voice communication system for the Public 
Transport Authority (PTA) of Western Australia.

■ We worked with Shenzhen Metro, Hohhot Metro, 
and Zhengzhou Metro in China to build smart urban 
rails and create an urban rail cloud ecosystem.
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In the highway domain, Huawei successfully conducted 
joint LTE-V2X tests on coordination between vehicles 
and infrastructure in China and Europe.

In the public transportation domain, Huawei helped 
Shanghai Jiushi Public Transportation Group Limited 
build a smart bus cloud platform to make bus 
operations smarter.

In the logistics domain, Huawei has provided 
information infrastructure for global logistics service 
providers, such as Deutsche Post DHL, to help them 
build a logistics system that is visualized in the 
end-to-end process.

We serve over 230,000 km of railways and highways, 
more than 70 urban railway lines, and more than 60 
customers in the aviation industry.

A Thriving Enterprise Ecosystem and 
Global Delivery Capabilities

We are actively working with customers, partners, 
developers, industry alliances, and standards 
organizations to build an interdependent ecosystem 
that fosters shared growth. We adhere to the Being 
Integrated strategy and strive to achieve shared 
success with our partners by consistently following 
fair, just, transparent, and simple policies.

Huawei has established a global partner ecosystem 
that includes channel partners, solution partners, 
service partners, talent alliances, and investment 
and financing partners. By the end of 2018, we had 
more than 20,000 channel partners, 1,000 solution 
partners, 3,600 service partners, and 650 talent 
alliance partners working with us around the world to 
deliver solutions to enterprises. Our partners include 
many industry-leading companies such as SAP, 
Accenture, Honeywell, Siemens, Alstom, Hexagon, 
VST ECS, Synnex, ALSO, Redington, Arrow ECS, CNBM 
Technology, and Digital China.

As a key initiative for implementing our “Platform + 
Ecosystem” strategy, Huawei has set up OpenLabs to 
target the enterprise market in cities including Suzhou, 
Munich, Paris, Mexico City, Singapore, Dubai, Bangkok, 
Delhi, Cairo, Johannesburg, Moscow, and Istanbul. In 
these labs, we work with our customers and partners 
in different domains around the world to develop the 
best possible industry-specific solutions, enrich local 
ICT industry ecosystems, and help our customers go 
digital.

At the same time, we provide our partners with 
strong support in the joint innovation of solutions, 
marketing, talent cultivation, finance, supply chains, 
and IT systems. We work closely with them to 
continuously improve their capabilities and drive their 
transformation for shared success.

We are committed to providing consistent, high-quality 
services to our customers. We develop global service 
capabilities that target industry customers, and build 
intelligent service platforms to continuously improve 
customer experience. Key areas of our investment 
include professional service solutions (e.g., industry 
cloud enablement services, customer support and 
industry O&M services, and industry solution services) 
and a unified cloud-based tool platform. Our annual 
investment has grown by more than 40%. By the end 
of 2018, Huawei worked with more than 3,600 service 
partners, providing services to over 45,000 customers 
around the world and helping them go digital.

Working with universities, training institutions, and 
industry associations, we have established the Huawei 
Certification system, which covers all ICT domains. 
Awareness of the Huawei Certification brand has 
grown around the world. To date, more than 130,000 
engineers have received this certification, and over 
7,700 of them are Huawei Certified Internetwork 
Experts (HCIEs). Our certification system has produced 
high-quality ICT talent prepared to support industry 
digitization.
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Cloud Service

2018 was a year of rapid growth for HUAWEI CLOUD. 
The online cloud services provided by HUAWEI CLOUD 
are injecting new vitality into Huawei’s 30 years of 
experience in ICT infrastructure. HUAWEI CLOUD has 
picked up the pace of its innovation and is delving into 
the artificial intelligence (AI) era, boosting productivity 
in a wide variety of industries. Together, Huawei 
Cloud and AI will create a better future for homes, 
enterprises, and society at large.

AI is empowering industries to become intelligent, and 
profoundly changing every industry. Intelligence has 
become one of the strongest driving forces behind the 
migration of industry applications to the cloud. However, 
two bottlenecks are hindering the widespread adoption 
of AI: inefficiency and high costs. Inefficiency is seen in 
the time-consuming process from early data labeling 
and model training to AI application. High costs mean 
the high price of computing power – a much-needed 
resource for AI algorithms – and models and other 
resources are complex and difficult to obtain.

Huawei has a wealth of experience in basic research 
in the AI domain, in everything from chipsets to 
algorithms. We are well positioned to build open 
platforms with devices, edges, and clouds. Working 
with our ecosystem partners and with the help of AI 
technology, we will help industries become intelligent, 
and enable more enterprises to benefit from AI.

Bringing Intelligence to Industries

By the end of 2018, HUAWEI CLOUD’s portfolio consisted 
of more than 160 cloud services and more than 140 
solutions, such as HUAWEI CLOUD Stack, SAP, and HPC.

Building on chips, Huawei Cloud significantly upgraded 
its full-stack services in all scenarios on Enterprise 
Intelligence (EI). By the end of 2018, 56 services and 159 
functions were available on the EI platform. In 2018, 
Huawei Cloud released a one-stop-shop AI development 
platform, which mainly consists of EI ModelArts and 
HiLens. The platform focuses on addressing inefficiency 
and high costs that hinder AI adoption.

Huawei Cloud has implemented over 200 projects across 
10 industries. We have combined industry insight with 
AI in three scenarios to improve efficiency, pass on 
expertise, and push the limits of human intelligence. 
Building on our experience in these scenarios, we 
have become the new engine driving the intelligent 
transformation of industries. The three scenarios are:

■ Performing repetitive and high-volume work: 
Huawei Cloud EI services help TukuChina 
automatically import and cross-check hundreds 
of thousands of copyrighted images and tens of 
millions of images from the Internet every day.

■ Performing tasks that require expertise: Huawei 
Cloud EI has been working closely with KingMed 
Diagnostics, a company that provides medical 
diagnostic testing. This collaboration has produced 
breakthroughs in the pathological examination of 
cervical cancer.

■ Carrying out work that requires multi-domain 
coordination: In Shenzhen, Huawei Cloud EI 
services have reduced the average waiting time of 
vehicles at the intersections where these services 
are deployed by 17.7%, and have increased average 
vehicle speeds remarkably.

Huawei Cloud infrastructure services are leading the 
intelligent era with full-stack data center capabilities. 
Huawei Cloud has fully upgraded computing power. 
We launched C3 and C3ne cloud servers and multiple 
AI instances in line with our Ascend chips to better 
meet customer needs for diversified computing power 
in the intelligent era. We also launched HUAWEI 
CLOUD Stack, a hybrid cloud solution that can help 
government and enterprise customers go digital faster.

Leveraging core technologies including Cloud Native 
containers and microservices, Huawei Cloud launched 
18 application services, including an industry-leading 
intelligent cloud application platform, an intelligent 
edge platform, the ROMA platform, and blockchain 
services. These services make it simpler to migrate 
enterprise applications to the cloud and enable more 
efficient and agile operations.

Security is and will always be the top priority for 
Huawei Cloud. In 2018, Huawei Cloud released more 
than 20 service products, including our security AI 
platform Miranda. Throughout the year, we added more 
than 2,000 security features, received more than 10 
global authoritative compliance certifications, and 
blocked more than 10 billion malicious attacks.

Ramping up Innovation Efforts

Thanks to our technological strengths, full-stack 
product capabilities, outstanding local services, and a 
robust ecosystem, HUAWEI CLOUD entered the Leaders 
quadrant in a 2018 report from market research 
firm Forrester. The firm evaluated the most popular 
vendors in China that provide full-stack public cloud 
development platforms.
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Huawei Cloud is also expanding on the global stage. 
In 2018, our cloud data centers were launched in 
Hong Kong, Russia, Thailand, and South Africa, and 
we worked with our partners to serve customers 
worldwide with 40 availability zones across 23 regions.

Huawei Cloud has developed an innovative intelligent 
O&M and service platform, which is built on a process 
system that is based on our years of experience in 
serving enterprise customers. In addition, we have 
received the ISO 20000 and ISO 22301 certifications, 
which recognize the stability of our services.

We have teamed up with partners in the public 
cloud domain around the world to provide innovative 
solutions that help enterprises go digital in the cloud 
era. These solutions include public cloud and hybrid 
cloud solutions, as well as solutions that combine 
cloud, network, and digital services.

Building an Open, Collaborative Cloud 
Ecosystem

Developers are the builders of the future intelligent 
world. In 2018, Huawei released its AI Developer 
Enablement Program and full-lifecycle AI development 
platforms and tools. To cultivate a developer 
ecosystem, we established a Cloud Community and 
Cloud Academy for developers on our official website. 
Huawei Cloud works with developers to explore 
the practical applications of AI and accelerate the 
development of the cloud and AI industries.

In 2018, Huawei Cloud actively contributed to an open, 
collaborative cloud ecosystem founded on shared 
success. We launched a global partner program, 
HUAWEI CLOUD Partner Network (HCPN), which is 
designed to help partners develop services and 
solutions. There are more than 2,800 applications in 
the cloud market, and we currently have more than 
6,000 partners. 

Consumer Business

Creating consumer value through 
innovation and pursuing an inspired 
experience

Huawei’s Consumer BG is committed to creating 
value through non-stop innovation. We have achieved 
many breakthroughs in domains such as device 
performance, photography, artificial intelligence 
(AI), communications capabilities, and design. 
With significantly enhanced competitiveness and 
experiences, our products have been well received by 
mainstream media and consumers the world over.

Some major breakthroughs we achieved in 2018 
include:

■ Kirin 980: Manufactured using the advanced 
7nm process and incorporating the powerful 
Cortex-A76-based CPU and Mali-G76 GPU, our Kirin 
980 chipset offers improved energy performance 
and an unprecedented smooth user experience, 
making smartphones smarter than ever.

Manufactured using the 7nm process, the Kirin 980 chipset 
fits 6.9 billion transistors within a die the size of a fingernail. 
Huawei has designed an innovative 3-level efficiency 
architecture that consists of two ultra-large cores, two large 
cores, and four small cores. This grants the CPU the flexibility 
to allocate the optimal amount of resources to heavy, medium, 
and light tasks for unprecedented levels of energy efficiency, 
simultaneously improving the performance of phones and 
enhancing battery life.

In our Consumer BG, everything we do begins and ends with consumers. In 2018, we carried on our commitment to 
creating value for our consumers through innovation, striving to deliver an inspired, intelligent experience across 
all scenarios. 

Our hard work has paid off. We have reinforced our position as a premium global brand. In 2018, revenue from our 
consumer business was CNY348,852 million, a year-on-year increase of 45.1%.
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■ GPU Turbo: This revolutionary graphics processing 
acceleration technology overcame the processing 
bottlenecks between Huawei’s EMUI operating 
system and smartphone GPUs/CPUs. It makes 
graphics processing much faster and enables 
the System on a Chip (SoC) to use less energy, 
achieving an optimal balance between performance 
and power consumption.

■ Leica triple camera: Supported by AI, this camera 
redefines intelligent smartphone photography, 
allowing anyone to effortlessly capture 
professional-quality images.

■ Cooling: The HUAWEI SuperCool system uses a 
combination of graphene film and vapor chambers 
to deliver outstanding cooling performance. The 
CPU and GPU can remain at full throttle for an 
extended period of time and deliver a maximally 
smooth and enjoyable gaming experience.

■ Charging: Our three cutting-edge charging 
technologies – 40W HUAWEI SuperCharge, 15W 
quick wireless charging, and reverse wireless 
charging – have received security certifications 
from TÜV Rheinland, providing users with rapid and 
safe charging.

Further reshaping the global high-end 
market with strong flagship smartphone 
performance

Thanks to these innovations, Huawei’s flagship 
smartphones, including the HUAWEI P20 Series, 
HUAWEI Mate 20 Series, and HUAWEI Mate 10 Series, 
have spearheaded overall growth across our entire 
smartphone portfolio, and won extensive acclaim 
from mainstream media and authoritative industry 
organizations worldwide.

The HUAWEI P20 Series and HUAWEI Mate 20 Series 
respectively won 23 and 16 prestigious annual awards 
from top international tech media and authoritative 
industry organizations. The HUAWEI P20 Pro received 
the highest score ever received by a phone from 
DxOMark, an independent website that scientifically 
assesses the image quality of smartphones, lenses, 
and cameras. The HUAWEI Mate 20 Pro was selected 

as the Most Exciting Smartphone of 2018 by British 
gadget magazine Stuff.

The HUAWEI Mate 20 Series leads industry innovation 
in multiple areas, including AI, performance, battery 
life, charging, camera function, and appearance. 
Global shipments of the HUAWEI Mate 20 Series 
exceeded 5 million units within just two months of 
launch.

The HUAWEI P20 Series takes smartphone photography 
to a whole new level. By the end of 2018, total 
shipments had exceeded 16 million units, setting a new 
sales record for Huawei flagship phones.

Exploring the beauty of technology and 
winning over fashion-conscious female 
consumers and young consumers

In 2018, Huawei’s Consumer BG studied the habits and 
preferences of female and young users and explored 
how to combine technology with fashion and art. We 
have won over fashion-conscious female consumers 
and young consumers and expanded our user base.

The HUAWEI P20 Series features an all-new, 
exclusive gradient color option, Twilight, which has 
attracted extensive attention from fashion-conscious 
female consumers around the world. This striking, 
fashion-forward aesthetic is achieved by applying 
several layers of Non-conductive Vacuum Metalizing 
(NCVM) optical coatings underneath the glass back, so 
light hitting the surface refracts and creates a vivid, 
yet gradual change of hue.

The HUAWEI nova Series has drawn extensive attention 
from young people worldwide for its stylish designs. 
Featuring bold colors and innovations specifically 
for selfies, the HUAWEI nova 3 was one of the most 
popular selfie phones in 2018. Continuing the stylish 
designs of the HUAWEI nova Series, the HUAWEI nova 
4 was the first phone to adopt the next-generation 
Punch FullView display technology.

The Honor 10, with Beauty in AI as its overarching 
proposition, sets a trend for fashionable consumers, 
and leads Huawei’s rise in the overall mid-range 
smartphone market together with the HUAWEI nova 
Series.
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Key breakthroughs in the all-scenario 
strategy and rapid growth in newer areas 
of business

Even more excitingly, in 2018 Huawei’s Consumer 
BG made crucial progress in delivering an intelligent 
experience across all consumer scenarios. Over the 
past year, we have achieved key breakthroughs in our 
newer areas of business.

PCs: The HUAWEI MateBook X Pro features a FullView 
design and a hidden camera, and received high acclaim 
from PC World and many other authoritative tech media 
outlets. This new device has driven rapid enhancement 
of our PC brand image. In 2018, Huawei’s PC shipments 
grew by more than 330% year-on-year.

Tablets: Our tablet revenue continued to grow despite 
the global tablet market’s year-on-year decline. 
Shipments in 2018 increased by 14% compared with 
2017.

Wearables: Shipments saw a year-on-year increase of 
more than 120%. Other highlights include:

■ HUAWEI WATCH GT, powered by an innovative 
dual-core processor, can stay powered for up 
to two weeks. Sales have remained strong after 
launch, boosting awareness of Huawei wearables.

■ Our sales of audio and smart accessories grew 
by over 100% over the previous year. Our TWS 
earphones were the first to adopt bone conduction 
biometrics technology and also comply with the 
Hi-Res Wireless Audio (HWA) industry standards, 
leading the way for stylish audio technology.

A more robust ecosystem that delivers an 
inspired, intelligent experience across all 
scenarios

We will soon enter an era where everything that 
can be connected will be connected and intelligent 
experiences will be delivered across all scenarios. 
Smart devices that revolve around a wide array of 
application scenarios have become important portals 
that bring consumers intelligent experiences.

Against this backdrop, Huawei’s Consumer BG has put 
forward a “1 + 8 + N” all-scenario ecosystem strategy. 
“1” stands for mobile phones, which will serve as the 
primary portal to intelligent experiences; “8” stands 
for eight support portals, including AI speakers, 
tablets, PCs, wearables, connected vehicles, AR/VR, 
smart earphones, and smart HD; and “N” stands for 
ubiquitous IoT devices, including lighting, security 
protection, and environment-related devices.

The HUAWEI Mate 20 Pro comes with the 16 mm Leica Ultra Wide Angle Lens. This wider perspective creates a sense of spaciousness 
and a three-dimensional effect in the images. The new camera system also supports macro distance, which produces crisp images of 
objects that are placed as close as 2.5 cm from the lens. The added ultra-wide angle lens and macro support complete the feature set of 
the camera system, elevating it to a truly all-around camera that is ready to capture any and all action. Left: the Bund in Shanghai, taken 
with the Leica Ultra Wide Angle Lens (By Fang Zhonglin); upper right: flowers and ants taken with the macro mode (By Cheng Bin); lower 
right: portraits taken in dark light (By Li Xin)

36        Huawei Investment & Holding Co., Ltd.



With this strategy, we aim to deliver an intelligent 
experience to consumers across all scenarios, 
including smart home, connected vehicles, as well as 
health and fitness.

In the smart home domain, Huawei’s HiLink smart 
home protocol has been breaking down barriers 
between smart devices from different vendors, 
allowing them to “talk” with each other and fully 
transfer and share information. Through the HiLink 
smart home platform, Huawei is working closely 
with more than 150 brands, involving more than 500 
product models in more than 100 product categories. 
To deliver a more consistent experience to consumers, 
Huawei teamed up with top vendors to launch Huawei 
ZHIXUAN, Huawei HiLink’s IoT ecosystem brand, in 
June 2018. We also opened the Ark Lab, which aims 
to provide a joint innovation platform for partners, 
allowing them to incubate products, explore new 
scenarios, showcase their offerings, and deliver a 
superior home experience.

In the connected vehicle domain, Huawei has 
established partnerships with the world’s top car 
brands, including Audi, Mercedes-Benz, Volkswagen, 
Toyota, and General Motors. We are providing stable 
and reliable connected vehicle services to tens of 
millions of drivers.

In the health and fitness domain, Huawei has 
established productive partnerships with more than 
100 well-known companies, universities, and research 
institutes. Users of Huawei’s Health app have topped 
100 million.

AI will be the key to user experience in the intelligent 
era. It has become a part of life for Huawei smart 
device users. The number of monthly active users 
of Huawei AI services, including HiVoice, HiVision, 
and HUAWEI Assistant, has exceeded 190 million. On 
average, each user uses these services six times a day.

A more prosperous Huawei Mobile 
Services ecosystem for developers

In application services, the Consumer BG has built an 
open, intelligent global ecosystem through Huawei 
Mobile Services. We launched our Shining-Star 
Program, established the DigiX Innovation Lab, 
and built the HUAWEI Ability Gallery to encourage 
innovation. Together with our partners and developers, 
Huawei Mobile Services aims to offer high-quality, 
intelligent applications and services that cover all 

scenarios for our consumers. In 2018, the number of 
registered developers of the Consumer BG exceeded 
560,000 worldwide, and the revenue of our partners 
more than doubled year-on-year, a testament to a 
more prosperous ecosystem.

Huawei Mobile Services is providing high-quality 
digital experiences to more than 500 million Huawei 
device users in more than 170 countries and regions, 
covering everything from data to applications, travel, 
and entertainment. We have turned smart devices 
into personal assistants and digital extensions of our 
consumers, creating a better digital life for them.

We offer a wide array of Huawei Mobile Services, 
including HUAWEI Mobile Cloud, HUAWEI Assistant, 
HUAWEI AppGallery, Huawei Pay, HUAWEI SkyTone, 
HUAWEI Life Service, HUAWEI Video, HUAWEI Music, 
HUAWEI Reader, HUAWEI Themes, and HUAWEI 
Browser. These services are preferred by an increasing 
number of consumers. Achievements in 2018 include 
the following:

■ More than 150 million photos were uploaded to 
HUAWEI Mobile Cloud every day.

■ The HUAWEI AppGallery became available in 139 
countries and regions, providing secure and reliable 
high-quality apps for users, with more than 120 
billion downloads throughout the year.

■ Huawei Pay supported 90 banks, and can be used 
for public transportation payment in more than 160 
cities in China. New functions including door keys 
and membership cards became available. Huawei 
Pay also became the first payment service provider 
to support China’s eID on mobile phones.

■ HUAWEI SkyTone provided overseas data service 
in over 80 countries and regions. With this service, 
consumers can access mobile Internet around the 
world without a SIM card. HUAWEI SkyTone also 
provides efficient and quality outbound travel 
services like hotel booking, car rental, and travel 
guidance.

■ Our video, audio, and entertainment services 
attracted more consumers. Monthly active users of 
HUAWEI Video exceeded 80 million. Monthly plays 
on HUAWEI Music exceeded 4.2 billion. More than 
600,000 books were available on HUAWEI Reader, 
and annual downloads from HUAWEI Themes 
exceeded 730 million.
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Improving customer satisfaction with an 
upgraded offline sales and service system

To improve every aspect of consumers’ purchasing 
experience, the Consumer BG has bolstered and 
upgraded its retail network to create a simple, 
compelling, and inspired high-end experience that 
makes purchasing more convenient and efficient for 
consumers. As of December 2018, Huawei had more 
than 60,000 retail stores, display zones, and display 
counters around the world, including more than 4,000 
experience stores.

In customer service, we are committed to building 
and improving our basic service capabilities, focusing 
on three service platforms: offline services, online 
services, and self-services. Throughout 2018, we 
provided services to over 40 million consumers. As 
of the end of 2018, the Consumer BG had over 2,000 
offline service centers in 105 countries and regions, 
providing convenient and fast repair services to 
consumers. In 2018, global customer satisfaction 
with Huawei’s services increased by 14 percentage 
points compared with 2017, and Huawei accepted 
473 consumer suggestions and requests for the 
optimization of Huawei products and services.

Higher brand awareness and better 
business performance bring us closer to 
our goal of becoming an iconic global tech 
brand

Thanks to nonstop innovation in the Consumer BG, 
our brand awareness, recognition, and reputation are 
growing among global consumers, and our market 
share has risen rapidly. We have taken a solid step 
forward on our journey to becoming an iconic global 
tech brand.

In 2018, we shipped 206 million Huawei and Honor 
smartphones, up 35% year-on-year. According to a 
report from market research firm IDC, Huawei and 
Honor smartphones together occupied 14.7% of the 
global market share in 2018, maintaining our position 
among the top three smartphone makers in the world.

Honor maintained its leadership position in the 
Chinese online smartphone market. At the same 
time, it saw large-scale, rapid growth in markets 
outside China, with revenue up by more than 170% 
year-on-year. Honor transformed in 2018, taking on a 
new brand image characterized by vibrant colors and 
exciting technology. This new image will help bring 
Honor to more fashion-conscious consumers around 
the world.

A report from brand research firm Ipsos showed 
that overall global brand awareness of Huawei had 
increased to 88%, and brand consideration among 
global consumers had increased to 46%, up from 
44% in 2017. According to this report, the number 
of consumers considering a Huawei device saw 
a year-on-year increase of over 50% in multiple 
countries outside China. Our net promoter score 
ranked first in China for the third consecutive year, and 
among the top 3 in countries including Germany, Italy, 
Spain, Russia, Poland, and Mexico. Global consumers 
have come to view Huawei as a trustworthy brand that 
keeps moving forward and boldly innovating.

As we have always stressed, everything we do in the 
Consumer BG begins and ends with consumers. With 
this in mind, in 2019 we will continue to innovate in core 
technologies – including 5G, AI, AR, and VR – and adopt 
an ecosystem strategy that covers all scenarios. Our 
ultimate goal is to lead the transformation of the smart 
device industry and deliver an inspired, intelligent 
experience to consumers across all scenarios.

Huawei has explored and built all-new retail models by taking 
into account technology, the human touch, and environmental 
protection. We have established three HUAWEI Smart Life 
Stores in Taiyuan, Shanghai, and Hangzhou, China. Focusing 
on delivering a smart life experience, these centers aim to 
create an all-new retail model and provide consumers with a 
more pleasant shopping experience through quality services. 
Pictured above is the HUAWEI Smart Life Store in the Aegean 
Place shopping mall in Shanghai.
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Huawei focuses on three domains – fully-connected networks, intelligent computing, and innovative devices – and 
continues to invest in products, technologies, basic research, and engineering capability improvement. We aim to 
support customers in their digital transformation and lay the cornerstone of an intelligent world. We branch out 
into multiple paths in multiple waves and across multiple scenarios, building continuous leadership in solution 
competitiveness.

Commitment to Overcoming Technical Bottlenecks: Develop Leading ICT Infrastructure 
Solutions to Deliver Ubiquitous Connectivity

Wireless Networks

In this domain, we made breakthroughs thanks to a consistent focus on 
innovation. To be specific, we:

■ Launched a full range of end-to-end 3GPP-compliant 5G 
commercial products and solutions. Based on our proprietary 
chips and antenna technologies, these offerings deliver the best 
performance, with full range as the defining characteristic. These 
offerings are the first to pass all tests conducted by IMT-2020 (5G) 
Promotion Group, putting them ahead of all other solutions.

■ Unveiled our 5G-oriented SingleRAN Pro solution and built our Long 
Term Evolution (LTE) + New Radio (NR) strategy for future target 
networks. The 10-fold increase in network capacity, enabled by 
SingleRAN Pro, will help carriers tap into new sources of revenue, 
and our simplified networks will help carriers reduce expenditure.

■ Released a three-layer architecture for automating networks 
through Wireless AI. With this architecture, powered by AI, we will 
gradually enable autonomous driving wireless networks.

■ Launched innovative solutions to support sustainable development. 
These solutions include multi-RAT antennas, the Digital Indoor 
System (DIS), 5G microwave, and the 5G Power solution.

■ Released RuralStar, PoleStar, TubeStar, and other scenario-specific 
solutions to further bridge the digital divide.

■ Were awarded a First Class Progress in Science and Technology 
Prize for 2018 for unveiling the blade base station.

Carrier and Enterprise Networks

In this domain:

■ Through the NetCity joint innovation program, Huawei worked with customers to define business scenarios and 
use cases. Our Intent-Driven Network (IDN) solution was successfully rolled out by 25 world-leading carriers 
and enterprises. The use of intelligent technologies helps customers address network issues and boost O&M 
efficiency.

■ We debuted the CloudEngine 16800 series data center switches. Powered by AI, the CloudEngine 16800 chassis 
has the industry’s largest capacity of 768-port 400GE, providing ultra-high-speed and intelligent connections 
for the growing traffic and AI applications.

■ We were the first to launch Wi-Fi 6 commercial products, which enable 10 Gbps connections for campus users.

Research and Development

As part of smart-city infrastructure, Huawei 
PoleStar2.0 supports a diverse range of 
services from just a single pole, including 
5G mobile communications, smart lighting, 
smart surveillance, Internet of Things (IoT), 
smart environmental protection, and city 
news.
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■ We deployed the Optical Cross Connection (OXC) 
solution, which features all-optical switching, for 
commercial use on a large scale. We also enabled 
the commercial use of 400GE backbone routers. 
Our whole series of routers supports SRv6. All 
of these new solutions help carriers overcome 
challenges related to data traffic and connections 
in the age of 5G and cloud computing.

■ We launched the Flex-PON 2.0. This solution 
enables one service board to support a maximum 
of six PON modes, helping carriers smoothly evolve 
their networks to XG(S)-PON.

Software

In this domain, we are dedicated to building a cloud-
native, open, and agile operating software platform, 
which will help carriers go digital faster. Specifically, 
we:

■ Continued to evolve the Convergent Billing System 
(CBS) to make it 5G-ready. In 2018, we contributed 
a major proportion of the proposals on 5G charging 
standards to the 3rd Generation Partnership 
Project (3GPP).

■ Partnered with China Mobile to forge an agile, open, 
and secure CM IoT operating platform. The platform 
can activate a batch of 100,000 SIMs within 30 
minutes and invoke three billion application 
programming interfaces (APIs) each month. This 
helps carriers deal with the explosive growth of 
connections in the age of IoT.

Cloud Core Networks

In this domain, we:

■ Debuted the simplified 5G core network solution to 
support smooth evolution from cloudification to 5G.

■ Were the first to complete all of the IMT-2020 (5G) 
Promotion Group’s core network tests for 5G non-
standalone (NSA) and standalone (SA).

■ Introduced AI to the deployment of mobile network 
resources and to the U2020 element management 
system, allowing U2020 to support smart O&M. This 
enabled the AI-driven deployment of resources and 
U2020 to be employed for commercial use.

■ Launched IoT Cloud Service 2.0 to enable 
industrial IoT by combining connectivity, cloud, and 
intelligence.

■ Unveiled the CloudLink series of collaborative 
telepresence products, which will lead enterprise 
communication and collaboration to the threshold 
of the intelligent world.

Diverse Computing Architectures and 
Pervasive Intelligence
■ In the cloud computing domain, we released an 

industry-leading solution – HUAWEI CLOUD Stack 
Full-Stack Hybrid Cloud. This solution:

– Provides strong support to enterprises 
going digital, from aspects such as chips, 
hardware, software, solutions, and the industry 
ecosystem.

– Enables collaboration between different players 
in the ecosystem by centering on full-stack 
platform capabilities and end-to-end service 
capabilities.

■ In the cloud service domain, we:

– Launched several types of future-oriented 
cloud services, including:

• The Intelligent Edge Cloud, which can extend 
the reach of a public cloud to the edge.

• Blockchain Service (BCS), which makes 
Huawei the first company in China to offer 
blockchain database storage services.

– Actively gave back to the industry. For example:

• In regard to the fast-growing cloud-native 
project of Kubernetes, we are the third 
largest contributor worldwide and largest 
contributor in China.

• The Huawei ServiceComb project, which 
works on an open-source and microservice 
framework, has successfully completed 
Apache incubation and graduated as the 
first Top-Level Project for microservices of 
Apache.

■ In the intelligent computing domain, we:

– Released the Atlas intelligent computing 
platform, powered by the Huawei Ascend 
series AI chips. With various types of AI 
products, such as modules, cards, boards, 
edge stations, and appliances, Huawei has 
built an AI infrastructure portfolio that covers 
all scenarios, including devices, edges, and 
clouds. This portfolio leads the industry with its 
unparalleled computing power.

40        Huawei Investment & Holding Co., Ltd.



– Unveiled the Kunpeng 920, an Advanced RISC 
Machine (ARM)-based processor, and TaiShan 
series of servers powered by Huawei Kunpeng 
920. The new series of servers is designed to 
boost the development of computing in big data, 
distributed storage, and ARM-native application 
scenarios.

■ In the storage domain, we:

– Launched the high-end intelligent all-flash 
array, OceanStor Dorado18000 V3, for enterprise 
data centers. This is the first all-flash array 
to support the non-volatile memory express 
(NVMe) architecture across the range.

– To address the latest needs of companies in 
big data analytics, mobile applications, and 
cloud-native applications, our converged and 
distributed storage solution FusionStorage is 
a complete upgrade in terms of cloudification, 
flash-based design, and intelligence.

– Launched the FusionROBO Solution for 
Branches. This solution is designed for 
Remote Offices/Branch Offices (ROBOs) of 
large enterprises. It integrates all IT resources 
required by ROBOs in a single cabinet. When 
deployed in an edge cloud of the enterprises, 
the solution will enable central management of 
IT resources.

■ In the network energy domain, where data centers 
are becoming large and highly dense, we:

– Launched a series of 1,200 kVA uninterruptible 
power supply products, helping data centers 
enable high integration and boost energy 
efficiency.

– Released our machine learning-based iCooling 
solution, helping cooling systems of large 
data centers shift to “smart cooling”. With 
this solution, Huawei has taken power usage 
effectiveness (PUE) to a new level.

– Debuted the latest generation of FusionSolar 
Smart PV Solution, and continued to deliver 
higher yields and lower maintenance costs.

■ In the intelligent video and data analytics domain, 
we:

– Released the M/X series software-defined 
cameras (SDCs), driving intelligent upgrades 
throughout the industry.

– Were also the first to launch the iCAN security 
intelligence rating system. With five ratings 
(Not Intelligent, Primary Intelligence, Limited 
Sensing Intelligence, All-sensing Intelligence, 
and Automated Intelligence), the system makes 
security intelligence standardized, definable, 
and measurable.

Chip-Device-Cloud Synergy Creates an 
Intelligent and Personalized Experience 
Across All Scenarios
■ In the smartphone domain, Huawei unveiled the 

HUAWEI Mate 20 Series intelligent phones.

– The HUAWEI Mate 20 Series is powered by 
Huawei’s AI-driven system on a chip (SoC) – the 
Kirin 980. With a dual NPU design, the SoC is at 
the core of the smartphone, and is essential to 
its performance and efficiency. Manufactured 
with a cutting-edge 7nm process, the SoC fits 
6.9 billion transistors within a die the size of 
a fingernail. Compared to Kirin 970, the latest 
chipset is equipped with a Cortex-A76-based 
CPU that is 75% more powerful and consumes 
58% less energy, as well as a Mali-G76 GPU, 
which is 46% more powerful and consumes 
178% less energy.

– With the GPU Turbo 2.0 technology, this series 
of smartphones can reduce overall power 
consumption by 20% and deliver 60% better 
performance, even when used to play the most 
FPS-intensive games on the market.

– The Matrix Camera array on the back of the 
smartphones features three cameras. When 
coupled with the AI-powered intelligent 
chip, the HUAWEI Mate 20 Series delivers a 
staggering experience for shooting at night 
even when holding the phone in your palm, and 
supports a variety of shooting modes such as 
super wide angle, super macro, and multiple 
focal lengths.
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– The HUAWEI Mate 20 series is shipped with 
the EMUI 9 operating system. With optimized 
compilation of code for the underlying layer, the 
operating system improves overall performance 
by 20%.

– The HUAWEI Mate 20’s multi-turn, multi-domain 
dialog management technology brings a new 
and intelligent experience to users.

■ In the PC domain, we unveiled our MateBook X Pro, 
a star product. Defining features of this new laptop 
include:

– The optimized structural design and hidden 
camera create an almost borderless display.

– 3K Low Temperature Poly-silicon (LTPS) display 
and quad-speaker Dolby sound system deliver 
an incredible audiovisual experience.

– A fingerprint scanner embedded in the power 
button enables one-button startup, directing 
users to the working interface immediately.

– A combination of Near Field Communication 
(NFC), Bluetooth, Wi-Fi, and other 
communications technologies allows cross-
device file transfers to be completed within 
seconds with just one touch.

■ In the tablet domain, we debuted the HUAWEI 
MediaPad M5.

– Four speakers with Harman Kardon professional 
tuning are acoustically engineered to support 
Hi-Res audio quality and produce a completely 
immersive virtual surround sound experience. 
The tablet makes users feel like they are in a 
cinema.

– The laptop also comes with the latest HUAWEI 
M-Pen, giving users an even more intuitive way 
to interact with their tablet.

■ In the smart wearable domain, we unveiled the 
HUAWEI WATCH GT.

– This device featured a slim design and double 
chipset architecture, and offers a 2-week 
battery life.

– HUAWEI TruSeenTM 3.0 heartrate monitoring 
technology provides more efficient and accurate 

real-time measurements of your heartrate. 
This allows uninterrupted, scientific advice for 
workouts and support for sleep monitoring and 
all-day stress tracking.

– Water-resistant up to 50 meters, HUAWEI 
WATCH GT can recognize what kind of swimming 
stroke the wearer is using.

– The watch can also acquire users’ fitness 
data when they are running, riding, swimming, 
climbing, or cross-country running.

■ Huawei Mobile Services complies with the 
General Data Protection Regulation (GDPR) and 
all other applicable laws and regulations. We 
adopt differential privacy technology and hold 
the protection of user privacy as our paramount 
principle. In 2018:

– We began working with the industry to establish 
the Android green alliance. This alliance uses AI 
to detect malicious behavior, such as viruses, 
spam advertising, spoofing, and infringements 
upon privacy, guaranteeing higher application 
security for users.

– Working with various partners, Huawei Pay 
became the first to release several innovative 
features, including the smartphone shield, NFC 
tag payment, a combination of NFC payment 
and QR code payment, and eID loading to 
smartphones.

Huawei has one of the largest patent 
portfolios in the world.
As of December 31, 2018
Total number of patents granted to Huawei

87,805

43,371

44,434

Patents granted in China

Patents granted outside China
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Driving Industry Development Through 
Exploration and Breakthroughs in Basic 
Research
■ In network theory research, we proposed 

theoretical challenges in rolling out future 
networks based on our vision of a digital and 
intelligent future. These challenges include:

– A complicated system for a fully connected 
world. To address this, we put forward a bio-like 
network architecture and built a theoretical 
model for it.

– Low latency and high bandwidth are required for 
future machine control and immersive digital 
communications. To address this, we built a 
theoretical model to actively control distributed 
networks, and demonstrated and launched this 
model at Globecom 2018.

– Future wireless network challenges. To address 
these challenges, we proposed the cell-free 
network architecture based on our theoretical 
paper on IEEE Transactions on Wireless 
Communications (IEEE TWC), enabling efficient 
wireless networking.

■ In network technology research, we:

– Launched AI Fabric technology, which will help 
build an intelligent and lossless data center 
network with low latency.

– Were the first to debut the open and unified 
packet switching architecture. This architecture 
is capable of delivering performance equal to 
that of a closed cell switching network within a 
traditional router.

– Implemented a deterministic forwarding 
technology that can ensure microsecond-
level jitter bound at the IP layer, enriching the 
services that IP technologies can deliver.

■ In optical network research, we:

– Continuously increased the rate of single-
wavelength and broaden the fiber spectrum for 
long-haul optical transmission, doubling single-
fiber capacity.

– Proposed a data center network architecture 
based on a high-density fiber-level OXC system, 
enabling low-latency, low-energy-consumption, 
and large-capacity OXC-based data center 
networks.

– Created an industry-leading ultra-large-
capacity (Pbps) wavelength-level OXC system, 
which has seen large-scale commercial use 
within the core switching nodes of backbone 
networks.

■ In advanced wireless network research, we:

– Actively researched how to boost full-band 
spectrum efficiency, ensure wide-area 
and three-dimensional coverage, create a 
heterogeneous network architecture that can 
connect all vertical services, and on potentially 
fundamental technologies.

– Persistently explored end-to-end vertical slicing 
solutions, and completed pre-commercial trials 
in several industry scenarios with partners.

– Worked with industry partners to push the long-
term technology research in the wireless field 
forward.

■ In research of future data centers, we:

– Remained focused on continuous innovation 
in infrastructure, and explored new types of 
computing and storage by returning to the 
fundamentals – physics, chemistry, materials, 
and mathematics.

– Built models, algorithms, components, and 
circuits to enable more energy-efficient 
computing and higher density storage.

■ During research into quantum computing, we 
unveiled HiQ, an industry-leading cloud service 
platform. HiQ includes a quantum computing 
simulator and a quantum programming framework 
on the simulator.

– Based on Huawei cloud’s powerful computing 
capabilities, HiQ provides cloud services with 
both full- and single-amplitude simulations.

  2018 Annual Report        43



– Specifically, the HiQ platform can simulate 
quantum circuits with at least 42 qubits for full-
amplitude simulations, and at least 81 qubits 
for single amplitudes. In addition, for low-depth 
circuits, the qubit count can reach 169 for 
single-amplitude simulations.

– HiQ will be fully opened to the public as an 
enabling platform for quantum research and 
education.

■ In the AI domain, we’ve made breakthroughs in both 
algorithms and theoretical research:

– The innovative Da Vinci architecture effectively 
extends the AI operation unit from two-
dimensional to three-dimensional vector 
operation, delivering better energy efficiency 
than any other industry players.

– We enabled AI computing and applications that 
differ in computing power by five to six orders 
of magnitude, ranging from on-cloud training to 
autonomous driving, smart city, smartphone, 
smart headset/speaker, and other applications.

– We applied achievements in research, such as 
video HDR and video semantic understanding, 
to the P20 and Mate 20 flagship smartphones.

– The quantization compression algorithm 
makes it possible for even thousand-yuan 
smartphones to embrace AI.

– Multi-turn dialog and search & recommendation 
technologies have been used to continuously 
improve user experience.

– Decision-making and inference, as well as 
the analysis optimization algorithms have 
been embedded in the brains of carrier and 
enterprise networks, the Global Technical 
Service Dept (GTS), and supply, generating 
fantastic results.

Huawei invests more than 10% of its 
sales revenue in R&D every year.

2018
More than 80,000 
employees were  
involved in R&D,
accounting for

45%
of the total  
workforce

R&D expenditure  
totaled CNY101,509  

million in 2018,
accounting for

14.1%
of the company’s  

total revenue

R&D investment over 
the past decade

CNY480 billion

■ In basic AI research:

– The shared meta-learning framework that 
we first proposed has seen breakthroughs in 
the recommendation function of devices and 
network control scenarios. With its excellent 
compression capability, the model can offer 
higher precision and better privacy protection.

– Huawei has published dozens of high-quality 
papers on AI at top conferences. One of these 
papers was named a Best Paper at NeurIPS 
2018.
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Improving the Management System

Our global management system enables the company-wide promotion of our corporate culture and the effective 
management of our business. We aim to:

■ Remain customer-centric; continue basing innovation on customer needs and technological leadership; and 
build an ecosystem for shared success.

■ Ensure operational compliance and business continuity, and control risks.

■ Pursue corporate social responsibility (CSR) initiatives and promote social sustainability.

Quality and Customer Satisfaction

The company has the quality goal of making Huawei 
a synonym for high quality in the ICT industry. 
To achieve this, we define “broad quality” as ISO 
9000-based total quality management. We are 
implementing all-hands, full-process, and full value 
chain quality management in alignment with customer 
needs and driven by strategies. We are also rolling 
out a broad quality management system across the 
company and continuously implementing new system 
requirements. The aim of this is to constantly improve 
our quality management system along the value 
creation stream while remaining customer-centric.

■ With a focus on value and experience, we drive 
efforts to extend quality management to every link 
along our value chain:

– Previously, our broad quality concept was only 
applied to product lines and engineering. Today, 
it has been adopted by different business 
domains of the company and becomes an 
integral part of every link along the industry 
chain.

– With quality as our foundation, we continue to 
stress operational compliance and place cyber 
security and privacy protection at the top of the 
company’s agenda.

– To deliver Real-time, On-demand, All-online, 
DIY, and Social (ROADS) user experiences, 
we strive to build the best digital operation 
platform. This platform will make transactions 
more simple, prompt, and accurate, effectively 
support business development and continuous 
improvements, and raise the overall quality of 
customer engagements.

– We also entrust professional, third-party 
market survey companies to conduct customer 
satisfaction surveys involving our customers 
worldwide. Our suppliers are also surveyed in 
order to obtain their views about Huawei. From 
these surveys, we identify and consolidate key 
improvement points and continuously improve 
customer satisfaction.

– We push our quality management requirements 
up the industry chain and encourage suppliers 
to benchmark with and learn from each other. 
In this way, they can align with industry best 
practices. We also call on suppliers to build 
their own Business Continuity Management 
(BCM) systems and better address customer 
needs.

We adhere to the Quality First strategy to support our company 
in Winning with Quality. Our relentless efforts in promoting 
lean production have helped us build a one-piece flow for 
mobile phones. Through the use of robots, digital and IT 
systems, and artificial intelligence (AI), we have automated 
70% of procedures, ensured transparency, visibility, and real-
time warnings throughout the manufacturing process, and 
guaranteed the high quality and premium user experience of 
our mobile phones.
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■ We work to raise quality awareness in all 
employees so the company can win with quality: 
We continue to develop quality leadership, create a 
quality-first culture and atmosphere, and inspire a 
sense of responsibility and honor regarding quality 
among all employees. This is achieved through 
Huawei Quality Awards, internal and external 
audits and assessments, and Six Sigma and Quality 
Control Circle (QCC) projects.

■ We embed quality requirements into our 
processes and manage quality throughout the full 
process: Through our complete process system, 
encompassing operating, enabling, and supporting 
processes, we have embedded requirements 
for compliance; quality; internal controls; cyber 
security and privacy protection; information 
security; business continuity; Environment, Health, 
and Safety (EHS); CSR; and sustainability into 
multiple business domains. These domains include 
sales, marketing, R&D, delivery and services, 
supply chain, procurement, manufacturing, etc. We 
have also streamlined all these processes from end 
to end, to constantly sharpen our quality edge and 
mitigate major quality risks.

All aspects of Huawei’s broad quality principle and 
relevant management systems have been certified 

by leading industry organizations and won the full 
recognition of customers.

■ The company has been certified by multiple 
independent third parties, receiving certifications 
such as: ISO 9001:2015/TL 9000 R6.0 (quality 
management), ISO 14001 (environment), OHSAS 
18001 (occupational health and safety), ISO 50001 
(energy management), ISO/IEC 20000 (IT service 
management), ISO/IEC 27001 (information security), 
and ISO 28001 (supply chain security); IATF 16949 
(automotive-sector quality) in the device domain; 
as well as ISO 27018 (protection of personal 
information in the public cloud), CSA STAR (cloud 
security assessment), and ISO 22301 (business 
continuity) in the cloud domain.

■ Huawei has passed comprehensive audits, regular 
assessments, and stringent reviews conducted 
by 31 of the world’s top 50 carriers, as well as by 
major enterprise and industry customers. Audited 
domains include financial robustness, quality 
management, risk management, delivery and 
services, supply chain management, knowledge 
management, project management, cyber security 
and privacy protection, information security, 
EHS, CSR, sustainability, and BCM. We aspire to 
become a strategic partner for customers for their 
future-oriented transformations.

Unmanned forklift – automated goods 
receipt and transfer

iAGV – automated dispatch to assembly line

AS/RS – automated storage

Virtual simulation – best loading solution 
and pick-up routes

Huawei has applied automation, 
Internet of Things (IoT), and 
digital technologies to the entire 
process of receiving, storing, 
dispatching, and shipping 
raw materials. This enables 
accurate sorting by task or 
order and ensures the required 
materials are dispatched to the 
assigned assembly line, within 
easy reach of the assigned 
assembly workers. In addition, 
such IT-enabled operations 
also allow quality issue review 
and foolproofness, improving 
material management efficiency 
and refinement from all aspects.
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Improving the BCM System

With today’s highly globalized division of labor, Huawei must rely on a wide variety of third parties (including 
outside companies and agencies) for procurement, manufacturing, logistics, and global technical services. 
Therefore, the discontinuity of third-party business could directly or indirectly compromise Huawei’s operations 
and business performance.

Through years of ongoing investment, Huawei has established a BCM system for procurement, manufacturing, 
logistics, global technical services, and other domains. This system covers end-to-end processes, from suppliers 
to Huawei, and on to our customers. As part of this system, we have developed and established effective measures 
to manage risks that arise from our day-to-day work. Specifically, we have built up management organizations, 
processes, and IT platforms, prepared business continuity plans and emergency response plans, and organized 
BCM training and drills for employees.

Shenzhen, Europe, Latin America, and Dubai, which 
serve as integrated equipment backups for other 
regions.

■ Logistics and transportation backups: Huawei 
works with many leading global logistics service 
providers to design a wide and diverse network of 
transportation routes that cover our global delivery. 
This network ensures alternative transportation 
routes are always available in the event of 
emergencies, enabling us to maintain continuity in 
logistics and transportation.

■ Spare part reserves to support full-lifecycle 
operations: Huawei reserves spare parts according 
to market demand and historical usage before the 
end of life (EOL) of a product is determined. After 
the EOL is determined, we reserve sufficient spare 
parts for the full-lifecycle of the product in one 
go. This prevents any impact on the operational 
continuity of live customer networks.

Over the past decade, we have faced many major 
natural disasters; political, economic, and trade 
upheavals; conflicts; and other risks. However, Huawei 
has managed to mitigate these risks, ensure supply 
continuity, and achieve the timely delivery of products 
and services. This shows that Huawei’s supply 
continuity management system – as part of the BCM 
system – is functioning properly.

Huawei is a global company that works in the network 
infrastructure, IT infrastructure, cloud services, and 
smart device domains. We have worked with over 
10,000 of suppliers and established sound, long-term 
partnerships with them. Looking to the future, we 
have confidence that our partners can help us build 
an ecosystem for shared success and development 
as well as a secure, reliable, competitive, and healthy 
industry chain.

Key Initiatives for R&D and Procurement

■ Diversity: When designing a product, we strive to 
source raw materials, boards, and products from 
more than one supplier and prefer suppliers that 
have multiple manufacturing sites in order to 
safeguard product and component availability.

■ Scenario-specific storage: During mass production, 
we have reasonable and safe inventory for raw 
materials, semi-finished products, and finished 
products, so that we can better respond to 
fluctuations in demand and supply.

■ Supply and demand visibility: Huawei works 
closely with suppliers to ensure that demand 
forecasts, purchase orders, and supplier inventory 
are all visible and guarantee the quick transfer 
of demands and supply responsiveness through 
advanced IT systems.

■ Strategic partnerships: Huawei establishes 
strategic partnerships with core suppliers to 
ensure stable supply. We also sign long-term 
supply assurance agreements with key suppliers 
to guarantee supply capacity and availability, 
and avoid material bottlenecks. Additionally, we 
encourage suppliers to establish their own BCM 
systems, arrange for special audits, and follow up 
on their improvements.

Key Initiatives for Manufacturing, Logistics, and 
Spare Parts

■ Manufacturing resource backups: Huawei 
establishes strategic partnerships with multiple 
electronics manufacturing services (EMS) 
suppliers. Board manufacturing and supply 
capabilities are shared between Huawei and EMS 
suppliers, and between different EMS suppliers as 
backup. We have also established supply centers in 
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We have expended much effort over more than 10 years to establish a comprehensive 
internal system for trade compliance in line with industry best practices. We endeavor 
to comply with all applicable laws and regulations of the countries and regions in which 
we have a presence, including applicable laws and regulations of the UN, US, and EU in 
terms of export controls and sanctions.

Huawei is among the first group of companies in China to establish a comprehensive 
and complete trade compliance system. We benchmark ourselves against industry 
best practices and have set up an integrated trade compliance management 
organization. This organization involves different group functions and manages trade 
compliance across regional offices. We have also established dedicated and part-
time specialist teams for our global offices. These teams track changes to local laws, 
integrate trade compliance into the company’s rules and processes, and manage and 
oversee trade compliance at each stage of our business operations, ranging from 
procurement, R&D, and sales, to supply and services.

Trade Compliance

Operational Compliance

Huawei conducts business with integrity and conforms 
to applicable international conventions as well as 
applicable laws and regulations of the countries and 
regions in which we operate. This is a key principle 
advocated by our management that lays the foundation 
for ensuring our operational compliance in all parts 
of the world. During our business operations, we 
are committed to strict compliance with laws and 
regulations of the countries and regions in which we 
have a presence. We also observe additional applicable 
laws and regulations. Through more than 10 years of 
constant investment in our organization and resources, 
we have built up a compliance system that aligns with 
industry best practices.

■ We have appointed a Chief Compliance Officer 
(CCO) to centrally manage the company’s external 
compliance. The CCO reports directly to the Board 
of Directors (BOD). Each business department and 
subsidiary of our company has also appointed a 
compliance officer and set up their own compliance 
organization. In addition, for key domains such as 
trade compliance, cyber security and protection of 
user privacy, and anti-commercial bribery, we have 
established dedicated compliance management 
organizations for systematic management across 
regions and business domains.

■ We embed compliance control requirements into 
our business processes from end to end. This 
ensures compliance management and oversight in 
each business link. Taking into account changes 
to external laws and regulations and our own 
business scenarios, we comprehensively identify 
and assess risks, develop control strategies, and 
integrate those strategies into our processes and 
regulations.

■ We attach great importance to and continuously 
raise the compliance awareness of our employees. 
Through measures including training, publicity, 
assessments, and disciplinary actions, we push 
employees to fully understand both the company’s 
and their own personal responsibilities and 
obligations to ensure compliance. Through instilling 
compliance in each employee, we guarantee the 
sound compliance of the company.

■ With an open mind, we proactively partner with 
government agencies, customers, and partners, 
and invite external consultants to review our 
compliance in key domains. We also communicate 
our compliance principles and practices to 
stakeholders to constantly enhance mutual 
understanding and trust.

Ensuring Better Compliance Across Domains

Huawei has long been dedicated to ensuring better compliance across domains, including but not limited to trade 
compliance, financial compliance, anti-commercial bribery, and protection of intellectual property rights (IPR) 
and trade secrets. Compliance requirements have been embedded into policies and business processes in these 
domains.
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Financial 

Compliance

Huawei is an ICT company, not a financial institution. To fulfill our social responsibilities 
and legal obligations, and assist financial partners in fulfilling their own such obligations, 
we attach great importance to the management of compliance risks, including but not 
limited to the risks of financial sanctions, money laundering, and terrorist financing. 
We assess risk by country, customer, transaction type, and other factors, and adopt 
management initiatives accordingly. We also incorporate key control points for financial 
compliance into our procurement, sales, and treasury processes, ensuring the effective 
management of financial compliance risks of different business domains.

Anti-commercial 

Bribery 

Compliance

Huawei has a zero tolerance policy towards corruption and bribery. Through this 
policy, we have taken multiple compliance measures, such as releasing a statement on 
anti-corruption, providing compliance training to employees and partners, imposing 
disciplinary action against violators, and regularly evaluating the operations of our 
compliance management system. We will continue to crack down on corruption 
and commercial bribery through a management system that includes a culture of 
compliance, governance and oversight, prevention-discovery-response techniques, 
continuous operations, etc.

Huawei is also among the first group of companies in China to invite consultants 
from the US to design, audit, and evaluate our trade compliance system. Inviting 
an independent consulting firm to provide instructions and audits from an external 
perspective is an effective way to ensure the appropriateness and effectiveness of the 
compliance system. As early as 2007, Huawei invited authoritative US consultants to 
instruct us on how to ensure better trade compliance. Since then, every two to three 
years, we invite independent third parties from the US to evaluate our trade compliance 
system and continually refine and improve the system based on their feedback. Huawei 
then offers these audit reports to government agencies and partners, to enhance 
mutual understanding and trust.

Huawei continuously raises the trade compliance awareness of employees. Every 
year, Huawei provides over 100 training sessions on trade compliance to managers 
and employees across the company. Format varies from session to session, allowing 
employees to fully understand the company’s and their personal responsibilities and 
obligations in export control. Our employees must also sign the Business Conduct 
Guidelines (BCGs) each year, which includes commitments to observe applicable export 
control laws and regulations.

Respecting and protecting IPR: Huawei complies with and uses common international 
IPR rules and handles IPR affairs in accordance with international conventions. We 
adopt a proactive, friendly attitude to address IPR issues through various channels like 
cross-licensing and business partnerships. In addition, we invest long-term in research 
and development and continuously enrich our IPR portfolio. Huawei is one of the world’s 
top owners of patents.

Respecting and protecting the trade secrets of others: Huawei also strictly 
complies with applicable laws and regulations that protect trade secrets, and embeds 
requirements to protect trade secrets into our policies, instructions, and processes. 
We have proactively built a global system for tracking related legislation, actively 
communicated with judicial bodies, associations, law firms, and other such consulting 
firms through workshops and other formats, and endeavored to learn as much as 
we can from them. Through these actions, we have built up a complete trade secret 
protection system, and we are resolutely against any practices that infringe upon the 
trade secrets of others.

IPR and 

Trade Secret 

Protection
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Improving the Regional Compliance Monitoring 
System

Huawei is selecting, training, and appointing 
compliance officers within all of our over 130 
subsidiaries worldwide. We have also established 
oversight-oriented subsidiary boards, which manage 
and oversee the operational compliance of these 
subsidiaries. Each year, the oversight-oriented 
subsidiary boards examine over 150 reports on the 
efforts taken by subsidiaries to ensure compliance and 
effectively execute compliance management initiatives 
in these subsidiaries.

■ The boards regularly incorporate compliance 
assessment factors into key performance 
indicators (KPIs) of the subsidiaries, and have 
established an annual compliance management 
award and disciplinary mechanism.

■ All subsidiaries have reviewed the laws, 
regulations, and applicable industry rules of the 
countries and regions where they operate. Based on 
their findings, they develop compliance guides used 
to ensure their compliance management meets 
local requirements.

■ All subsidiaries have also drafted and released 
compliance white papers that define and 
elaborate on their own compliance management 
objectives, organizations, operations, and program 
management, providing an institutional guarantee 
for their compliance operations.

In addition to these compliance management 
initiatives, Huawei will continue to improve our 
compliance management system and related 
capabilities, step up external communications 
and interactions, and establish closer ties with 
customers and business partners. We will be 
more open and frank by sharing our efforts and 
experiences, in regards to improving our compliance 
management system, with a wider audience.

Management Transformation

The overall goal of our transformation is to “grow 
the harvest and make the soil more fertile”. Our 
transformation focuses on simple, efficient, and 
secure transactions with customers, as well as 
improvements to internal efficiency and effectiveness.

Looking ahead to future challenges, we have 
made it clear that the company is committed to 
delivering a ROADS user experience. Through digital 
transformation, we are also working to make it easier 
and more secure for our customers and partners to do 
business with Huawei, boosting customer satisfaction. 
When transforming its management approach, the 
company flexibly invokes open platform capabilities 
and a consistent and foundational data platform 
established by HQ to address the unique needs of each 
customer type or business model.

Our transformation initiatives in 2018 included:

■ The continued implementation of IPD+, a major 
business process transformation that is founded 
on market innovation. This transformation:

– Has five areas of focus, namely performing 
agile innovation, driving new opportunities 
and growth, achieving digital and collaborative 
designs, enabling full cloudification of software, 
and providing capabilities as services.

– Brought in a model-based digital design and 
hardware development work chain, as well as 
digital main line and digital twin technologies to 
the process.

– Allows product R&D to migrate from offline 
to online, so that Huawei can aggregate data 
throughout entire product lifecycles.

– Has led to the release of the Product Center, 
a system that enables cloud-based sales 
configuration and decouples what to sell from 
how to sell.

50        Huawei Investment & Holding Co., Ltd.



■ The continued promotion of CRM+, a 
customer-facing business process transformation. 
Through this program:

– All key data objects are now managed in 
the data lake, which supports online data 
generation for the majority of business 
scenarios and addresses representative office 
requirements for digital operations.

– The company emphasizes the importance 
of experience, efficiency, and effectiveness 
in driving digital transformation. The digital 
operating platforms forged by this project 
team target customers and support efficient 
operations.

■ The implementation of ISC+ transformation by 
establishing a digital, proactive supply chain.

– This supply chain offers complete basic 
capabilities for going digital.

– Its digital business platform is in place 
and has entered the routine operations 
phase, supporting planning, ordering, 
logistics, manufacturing, and industry chain 
management.

■ Progress of the Enterprise BG’s Partner 
Relationship Management (PRM) transformation 
program. A basic digital platform e+ for three types 
of users has been built.

– A platform was launched globally for all 
ecosystem partners, automating partner 
registration approval, smart qualification, and 
business performance/incentive verification, as 
well as the entire transaction process.

– An operating and collaboration platform for 
field offices supports digital operations, 
motivation, and commands.

– A digital compliance platform, powered by 
big data analytics and an AI engine, issues 
reminders for and visualizes BCG compliance 
risks, unauthorized distribution of goods, and 
revenue compliance risks.

■ The continued transformation of the consumer 
business, centered on customers and driven by 
experience, with the aspiration of building a safe, 

secure, and efficient digital operating and command 
system that ensures full compliance. Through these 
transformations, the Consumer BG has:

– Preliminarily connected six major value 
streams, from product planning, go-to-market 
(GTM), end-to-end transactions, end-to-end 
supply, to end-to-end GTM control, end-to-end 
marketing, and consumer services.

– Improved experiences for consumers, channel 
partners, suppliers, ecosystem partners, and 
employees, and managed partnerships, the 
ecosystem, and product lifecycles.

– Built operating platforms, including the Pmall, 
an online transaction platform for its channel 
customers; a platform that supports GTM 
projects; and a one-stop-shop marketing 
project assistant (PA) platform.

– Changed the organization and operating model 
of its IT team, and completed plans for all 
IT products and the design and integration 
of their business architectures, information 
architectures, and application architectures.

All these efforts have supported the efficient 
operations of business departments.

■ The continued rollout of transformations 
in representative offices that suit local 
business scenarios. In addition, HQ delivered 
scenario-specific services for representative 
offices. Specifically, the company:

– Attached importance to purchase order (PO) line 
streamlining and rolled it out to representative 
offices, according to specific scenarios.

– Piloted the restructuring of operating processes 
and enabled autonomous orchestration, role 
integration, elimination of unnecessary key 
control points, and pooling and sharing of 
resources for handling repetitive activities.

– Supported the digital operations of 
representative offices so they could further 
joint efforts to build an ecosystem and share 
resources via platforms. Through this model, 
reports are developed according to business 
scenarios, with extensive support from HQ.
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As cloud, digitization, and software-defined everything become more prevalent, so have a broad range 
of cyber-attacks and threats. Against this backdrop, product integrity and network resilience have 
become more important than ever. More than new functions and features, the trustworthiness and 
integrity of our products have become one of our customers’ top priorities. Strong software engineering 
capabilities are vital to building trustworthy, high-quality products.

Therefore, we will implement a systematic transformation over the next five years to completely overhaul 
our software engineering in all respects, from initial product design to end-to-end build and full 
lifecycle management. This transformation will cover all products in our ICT infrastructure business. 
Our goal is to bring product quality and trustworthiness to new heights.

What will we change?

Awareness: Everyone at Huawei, from board members and executives to managers and employees, 
must understand that enhancing software engineering at Huawei is essential to developing trustworthy, 
high-quality products, with lasting implications on Huawei’s future growth and development.

Information security policies: Our existing information security policies have laid the foundation for past 
success by stringently protecting our own IPR, but they have also led to fragmented software and silos 
between our teams. Moving forward, information security policies must adapt to the “build once, build 
correctly, used by all” approach of software engineering, allowing product teams to share our proprietary but 
non-core source code. We will also adopt stringent protocol-based management of code provided by third 
parties.

Culture: When it comes to the software development culture within the company, we will shift our focus from 
the logical architecture, functionality, and performance of software, to implementation architecture, build 
integrity, build consistency, and the maintainability of our code. This will allow us to more effectively address 
a dramatic increase in the complexity of ICT, while at the same time protecting our customers from old and 
new threats. We must remain open and transparent in everything we do, and foster a company-wide culture 
of quality software engineering through ongoing awareness programs, capability development, and regular 
examination.

Processes: We will integrate software engineering requirements into our processes, tools, and IT systems to 
evolve our rigid processes into flexible processes that can adapt to increasing challenges.

Resource allocation: We will prioritize investment in software engineering capabilities, giving them 
precedence over functionality and performance. The targets of these investments include but are not limited 
to product architecture refactoring, providing enhanced training on software engineering, and acquiring 
additional high-end software talent.

How will we make these changes?

The company has set up a Transformation Project Team for Improving Software Engineering Capabilities. 
The BOD has granted full decision-making and management authority to the project team. Full-time working 
groups will be established and staffed with our most capable managers. The project team will adjust 
organizations and management systems as needed, and be held responsible for the final results of overall 
software engineering improvements.

The BOD has granted US$2 billion in funding to this transformation program. It also requires organizations 
at all levels to ensure the sufficient allocation of budget and resources to meet all software engineering 
improvement requirements.

Through this transformation, Huawei aspires to improve software engineering capabilities across all 
aspects of our business, from culture, awareness, policies, organizations, and processes to appraisal 
mechanisms, technologies, and specifications. This will ensure Huawei becomes synonymous with 
trustworthiness and quality and allow us to earn our place as the most trustworthy supplier and partner in 
the ICT industry.

Companywide Transformation: Enhancing Software Engineering Capabilities
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In 2018, the company simplified management based 
on trust and continued to implement differentiated 
management mechanisms for different talent groups 
and business departments. In addition, we built an 
organizational climate that values trust, collaboration, 
and dedication, and continuously boosted the vitality 
of the organization as a whole.

Our initiatives to boost organizational vitality in 2018 
focused on five areas:

■ Organizational restructuring: We restructured and 
optimized the company’s organization. Specifically, 
we:

– Established a business and platform 
management mechanism centered on the ICT 
Infrastructure Managing Board, Consumer 
Business Managing Board, and Platform 
Coordination Committee.

– Streamlined organizational structures of group 
functions at HQ and further delegated authority 
on organizational restructuring and manager 
deployment to field offices, R&D, and other 
level-1 departments, to inspire passion in field 
organizations.

■ Leadership management – we:

– Remained focused on responsibilities and 
results, adhered to our principle of selecting 
and developing managers from those with long 
and successful track records, and implemented 
a dedicated talent development plan to identify 
and select more outstanding young managers.

– Piloted and gradually rolled out a “presentation 
and Q&A session” mechanism to test managers’ 
capabilities to adapt to change.

– Continuously improved the manager mobility 
program to ensure all managers are fully 
motivated.

■ Development of professionals – we:

– Combined the market mechanism with the 
planning mechanism, ensured better operations 

within the internal talent market, and facilitated 
the transfer of talent from established business 
segments to emerging business segments. 
This supports the development of emerging 
business and reduces the number of redundant 
employees in established business segments.

– Optimized individual performance management, 
“grew the harvest and made the soil more 
fertile”, concentrated efforts on creating 
value for customers, and encouraged better 
teamwork.

– Appointed and promoted “board experts” 
from different professional domains, 
highlighted exemplary experts, encouraged 
the development of great numbers of “board 
experts”, and boosted the expertise of teams.

■ Value creation and distribution – we:

– Refined the Contribute and Share 
value distribution system based on the 
responsibilities employees take and the results 
they deliver, ensuring employees are fairly 
appraised based on personal contributions.

– Designed differentiated incentive schemes 
for different business segments, development 
stages, and talent groups.

These aim to allow all outstanding talent, both 
internally and externally, to participate in the 
value creation and distribution process and better 
encourage organizations and employees to create 
more value.

■ Vision-driven growth – we interpreted and 
communicated the company’s new vision:

– Through this vision, we ignite a stronger sense 
of mission amongst employees.

– This will drive continuous value creation and 
inspire a greater sense of honor, serving as a 
catalyst for a stronger sense of responsibility 
and generating an enhanced internal drive for 
employees to continue to work hard.

Organizational Vitality
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Cyber Security and Privacy Protection

Security & trustworthiness: Becoming 
the cornerstone of a fully connected, 
intelligent world

In an intelligent world where everything is connected, 
it is essential that ICT infrastructure operations are 
secure and stable and that data and user privacy are 
fully protected. This will ensure everyone can trust 
and easily enjoy the conveniences brought about by 
technological advances in this new world.

All stakeholders have a role to play in ensuring 
trustworthiness, security, and stability in cyberspace. 
Huawei supports and promotes open, secure, stable, 
and peaceful cyberspace, and respects and protects 
all basic human rights advocated by the Universal 
Declaration of Human Rights of the UN, including those 
related to privacy and communications. We ensure 
cyber security and protect user personal data in 
accordance with all applicable laws and industry best 
practices.

As cloud, digitization, and software-defined everything 
become more and more prevalent, the world will 
become data-centric and intelligent in the future. This 
new world will bring both challenges and opportunities. 
We understand that the ICT industry is undergoing 
rapid technological transformation, with technologies 
becoming increasingly complex, and networks 
increasingly open.

Against this backdrop, we are well aware of the 
increasing interest and concerns of companies, 
regulators, and the general public regarding security, 
and we take all of these very seriously. Users want 
to get online anytime and anywhere, and efficiently 
access data. To meet these requirements, product 
trustworthiness and network resilience have become 
more important than ever. Compared with new 
functions and features, customers will pay more 
attention to the trustworthiness of products and 
solutions, along with network resilience and cyber 
security.

Openness & transparency: Building 
trustworthy, secure, resilient networks

Over the past 30 years, Huawei has worked with 
carriers to build more than 1,500 networks, providing 
network services to over three billion people in more 
than 170 countries and regions. Our customers can 
testify that Huawei products have never caused 
a major security incident. Together with our 
customers, we will maintain this track record.

Huawei is a global company, and we have a deep 
understanding of and comply with laws and 
regulations around the world. We use the certainty 
of legal compliance to deal with the uncertainty 
of international politics. We are also fully aware of 
recent concerns regarding China’s cyber security law. 
When new laws are introduced in every country, they 
can cause confusion and even be used to achieve 
objectives in ways that were never intended. The 
Chinese government has stated that no law in China 
requires any company to install backdoors or collect 
foreign intelligence.

We want to stress that Huawei equipment contains 
no backdoors, and that we will never plant backdoors 
on our equipment. We have never provided any 
improper information to any country or organization, 
and we will never do so. In the future, we will 
continue to deal with any requests for providing 
improper information by strictly adhering to 
the rights and procedures specified by the law. 
Everything we do is focused around our customers, 
meaning we will do everything in our power to protect 
the legitimate rights and interests of our customers 
and users.

Huawei’s Board of Directors has reinforced the fact 
that cyber security and privacy protection are and 
will remain Huawei’s top priorities. In accordance 
with this ongoing position, Huawei has taken many 
solid and productive steps and measures to continue 
this journey.
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We proactively engage and work with governments, 
local communities, and our customers in an open, 
transparent, and constructive way to maximize the 
benefits of ICT infrastructure while improving its 
security. We are keenly aware of our responsibilities 
as a global ICT supplier, and we take the concerns 
expressed by governments, the general public, and our 
customers and partners very seriously.

We have established effective cyber security 
collaboration and communication mechanisms with 
the governments of many countries, including the UK, 
Canada, Germany, and France. We opened a Cyber 
Security Transparency Centre in Brussels in March 
2019. This new center will become a platform for our 
communication and collaboration with governments, 
customers, and industry partners in Europe. At the 
center, our customers can better understand the 
security of Huawei products and solutions by testing 
and verifying the security of our products based on 
agreed standards.

Moving forward, technology will continue to evolve 
and new security risks will emerge, which will require 
more open and candid communication and closer 
collaboration. In the future, we will build similar open 
and transparent security management mechanisms in 
other parts of the world as required. We will work more 
closely with governments and our customers and have 
more dialogues about the value of ICT and what we can 
do, collectively, to increase protection.

Huawei has a robust cyber security assurance 
system, and we have invited third-party security 
organizations to independently evaluate Huawei 
products. It has been proven that Huawei equipment 
has never caused a large-scale network breakdown, 
and has never experienced any serious security 
incidents. There is also absolutely no evidence to show 
that Huawei equipment contains backdoors. Huawei 
products have and continue to maintain a strong track 
record in security. According to the most recent 
survey by market research firm CFI Group, Huawei’s 
equipment has far outperformed the industry 
average in System Stability and Reliability for three 
consecutive years.

Huawei complies with all applicable privacy 
protection laws around the world, including the EU’s 
General Data Protection Regulation (GDPR). Privacy 
protection is not just a legal requirement. Huawei is 
a provider of ICT infrastructure and smart devices 
and privacy protection is an integral part of our social 
responsibility. Huawei adopts industry-recognized 
privacy protection methodologies and practices. To 
better identify and mitigate privacy-related risks in our 
business activities, we have included the Privacy by 
Design (PbD) approach and Privacy Impact Assessment 
(PIA) process in our product and service development 
processes.

Continued investment: Improving 
industry-wide security capabilities 
through best practices

New technologies are developing rapidly, and the 
way ICT is being used is changing. The approaches 
adopted over the last 10 years may not work well 
over the next 10 years. Cyber security must be built 
upon trustworthiness, basic product quality, basic 
security engineering capabilities, and resilient 
products and solutions. This is the very foundation of 
all security activities.

To meet customer requirements in this more complex 
world, we will invest an initial budget of US$2 billion 
over the next five years to implement a companywide 
transformation program. With this program, we 
aim to comprehensively enhance our software 
engineering capabilities, which are the foundation 
upon which we will build secure, trustworthy, and 
high-quality products. This program will entail 
reassessing the quality of our code, strengthening 
our grasp on and capabilities in the core elements of 
secure and resilient architecture design, and, wherever 
possible, simplifying every element of our products 
and solutions.

In 2018, to address the increasingly complex cyber 
security environment, we used a dynamic response 
approach to develop an overview of product planning 
and development. This was based on the assumption 
that cyberspace is insecure and cyber-attacks are 
constant. We also released our new Cyber Security 
Framework.
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Huawei Cyber Security Framework

In 2018, we actively explored and practiced applying 
our new Cyber Security Framework through people 
management, security engineering capabilities, 
security technologies and standards, security 
certifications, and supply chain. Some highlights of 
this year are listed below.

In people management, we focused on improving 
employees’ security awareness and capabilities:

■ We reviewed all key positions across the company 
relating to cyber security and privacy protection 
and mandated all employees in such positions must 
pass and receive certification from a cyber security 
examination.

■ All of our employees received privacy protection 
awareness training and were tested on their 
mastery of its content. Currently, 98% of our 
employees have passed this examination, and 
the exam will be optimized and re-administered 
annually.

■ A total of 97 Huawei employees received 
International Association of Privacy Professionals 
(IAPP) certification.

In security engineering capabilities, we embedded 
cyber security into our R&D processes and continued 
to improve these capabilities. Over the past several 
years, we have put an end-to-end security design 
platform in place, as well as a code security scanning 
cloud, a security test automation and FUZZ test 
cloud, and a vulnerability response platform. 2018 in 
particular saw multiple enhancements in our basic 
security quality:

■ We customized scanning rules and applied AI, 
enabling the code security scanning cloud to 
intercept more code security issues faster.

■ On our security test cloud, we focused on improving 
intelligent security testing technology. This 
technology identified more than 60 vulnerabilities 
in open-source software, which were then 
submitted to open source communities.

■ We released the DevSecOps platform, incorporating 
security into the DevOps process. This ensures the 
security of cloud-based development.

■ In the public cloud and consumer domains, we 
implemented vulnerability reward programs. With 
these programs, we mobilized industry security 
experts and worked with the industry to build 
a responsible, transparent, and collaborative 
security ecosystem.

■ Results from the Building Security in Maturity 
Model (BSIMM) evaluation that has been conducted 
for the past five consecutive years showed that 
Huawei has made significant progress and ranks 
among the top in the 120 evaluated ICT companies.

In security technologies and standards, we continued 
research on technology and architecture to improve 
the trustworthiness of our products and network 
resilience:

■ We launched security technologies including 
security orchestration and virtual machine escape 
detection at HUAWEI CONNECT 2018.
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■ We developed a series of key security 
technologies for mobile phones, including 
dynamic measurement, enhanced Return 
Oriented Programming (ROP) attack defense, and 
a lightweight applet isolation sandbox. We also 
researched and adopted formal proof technology 
to perform formal verification on some key designs 
and code, ensuring that mobile phone security is 
well protected.

■ We developed and applied privacy protection 
technologies such as randomized identifiers, 
data masking, generalization, and multi-attribute 
differential privacy.

■ As a director and technical committee member 
of the Trusted Computing Group (TCG), we 
submitted Recommendations for Runtime Integrity 
Preservation, which their new standards are 
based upon. As an ETSI NFV SEC rapporteur, we 
submitted the Report on NFV Remote Attestation 
Architecture, which also became the basis of 
their new standards. In addition, as a 3GPP SA3 
rapporteur, the 5G security architecture led by 
Huawei was included in the Standard on 5G Security 
Architecture and Functions as part of the Release 
15 standard.

In certifications, we actively participated in the 
industry’s mainstream security certifications. Our 
major products received 11 international mainstream 
security certifications, including:

■ Network Device collaborative Protection Profile 
(NDcPP) certification from the BSI in Germany for 
our NE40E product software

■ Common Criteria (CC) EAL2 certification from 
the BSI in Germany for our OSN 1800 V product 
software

■ EMVCo certification in the finance industry for the 
HUAWEI Mate 20 flagship smartphone’s InSE chip

■ Authoritative security certifications including ISO 
27018, SOC1/2, and Payment Card Industry Data 
Security Standard (PCI DSS) for Huawei Cloud

In supply chain management, we always focused on 
managing the cyber security and privacy protection 
of our suppliers around the world. This year, we took 
significant steps towards that end:

■ We evaluated 2,778 of our mainstream suppliers for 
cyber security risks, and verified the progress of 
related corrective action plans.

■ We signed a Data Protection Agreement (DPA) with 
582 suppliers for privacy protection, and performed 
due diligence on these suppliers.

■ We continued to optimize our manufacturing 
system by developing an independent software test 
cloud and security assurance system. These were 
deployed by all of our 62 Electronic Manufacturing 
Services (EMS) providers, ensuring the security of 
our manufacturing process.

In this era of globalization, all ICT equipment 
vendors rely on a global supply chain. The digital 
infrastructure of the future will inevitably be the 
result of multi-vendor convergence and collaboration. 
From a security perspective, we must avoid a closed 
or narrow-minded approach to cyber security. 
Instead, we must communicate proactively, enhance 
transparency, and openly collaborate on a global scale 
to ensure cyber security and privacy protection can 
truly safeguard the digital transformation of industries 
worldwide.

To meet the new challenges that will emerge in the 
cloud and mobile eras, Huawei must ensure cyber 
security and protect privacy. These are the top 
priorities that underpin our future survival. We will 
continue to work with our customers and users to 
improve capabilities and share value in terms of cyber 
security and privacy protection.
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Openness. Collaboration. Shared Success.

Building a digital, intelligent world takes joint effort. To this end, Huawei believes in the power of dissolving 
boundaries and working together to build an ecosystem that thrives on shared success. By advancing the 
development of the digital world – and by extension, an intelligent world – we can bring the benefits of digital life 
to everyone.

Ecosystem and Industry Development: Our Principles

We focus on ICT infrastructure and smart devices, cultivating a fertile business environment that runs on 
information technology, automation, and intelligence. This environment helps enrich our partners’ content, 
applications, and clouds, so they can serve their customers better. When it comes to ecosystem and industry 
development, we have three guiding principles:

■ Growing the industry and enlarging the market. This is more important than increasing our own market share.

■ Cooperation is more important than competition. We enable others; we till the soil. We will not compete for 
profit with our partners, and will stay committed to openness, collaboration, and shared success.

■ Through value sharing, we aim to unite as many people and companies as possible as we work towards a fully 
connected, intelligent world.

Key Progress and Industry Value

Huawei is an active member of more than 400 standards organizations, industry alliances, and open source 
communities, where we hold more than 400 key positions. We are a member of the board or executive committee in 
organizations like the 3GPP, IIC, IEEE-SA, BBF, ETSI, TMF, WFA, WWRF, CNCF, OpenStack, LFN, LFDL, Linaro, IFAA, 
CCSA, AII, CUVA, and VRIF.

On the industry front, Huawei actively contributes to a wide range of industry organizations to advance ICT and 
expand its market potential.

On the business front, we form and engage in open enablement platforms and business alliances that revolve 
around our customers’ business needs. We work together with ecosystem partners on open innovation projects to 
speed up the development of customized solutions, helping our customers consolidate their strengths in digital 
transformation and succeed in their business pursuits.

On the national front, we work across public and private sectors in countries around the globe, using new advances 
in technology like 5G, AI, IoT, and cloud to help galvanize the economy.

■ Making core contributions to 5G. We worked together with key stakeholders across 
the industry to complete the first version of 3GPP 5G standards, paving the way for 
the commercial use of 5G.

■ Enhancing standards coordination. In particular, we actively pushed for greater 
coordination around Internet Engineering Task Fork (IETF) standards to drive 
Internet Protocol network technology forward, as well as the industry as a whole.

Standards 
organizations:

Working closely with leading international standards organizations, we help grow 

the industry by upgrading technology and promoting broader collaboration. We help 

vertical industries go digital with applied ICT solutions, and work together to create 

an ecosystem where everything is connected. In 2018, some of our key initiatives 

included:
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■ Advocating industry alignment. In 2018, we worked closely with organizations like 
the European Telecommunications Standards Institute (ETSI) and the International 
Telecommunication Union (ITU) to drive consolidation of industry standards and 
promote a healthy industry ecosystem.

■ Contributing market insight. This includes providing the Institute of Electrical and 
Electronics Engineers (IEEE) with input for their research on Wi-Fi and Ethernet 
technologies, to drive the ongoing evolution of the industry and promote a standard, 
universal architecture for the digital transformation of vertical industries.

■ Actively participating in standards organizations like the International Organization 
for Standardization (ISO) and the International Electrotechnical Commission (IEC), 
expanding industry cooperation in emerging fields, and jointly promoting digital 
transformation of industries.

■ Submitting more than 5,000 standards proposals, bringing the company’s total 
number of proposals to nearly 60,000. We also increased investment in standards 
for AI, data security and protection, consumer devices, and other domains.

■ Joining forces with industry players to create industry alliances such as the 
China UHD Video Industry Alliance (CUVA), the Trusted Blockchain Consortium, 
the Network 5.0 Industry and Technology Innovation Alliance, and the Alliance of 
Internet + Energy Conservation, to help emerging industries like ultra HD video and 
blockchain more quickly reach maturity.

■ Further deepening partnerships with leading industry alliances such as the GSMA, 
the Industrial Internet Consortium (IIC), the Alliance of Industrial Internet (AII), the 
5G Automotive Association (5GAA), and the Edge Computing Consortium (ECC).

Industry 
alliances:

At Huawei, we are committed to guiding industry development and promoting growth 

across the ecosystem. We actively promote and form industry alliances to drive 

alignment, build an ecosystem for shared success, and promote sustainable industry 

development. In 2018, some of our key initiatives included:

Working with the Global Industry Organizations (GIO) to build an innovative industry platform for 
cross-sector collaboration and digital transformation
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■ Leading or participating in more than 20 collaborative testbed projects to advance 
industry digitization and promote sustainable development.

■ Working with major European industry partners to form the Edge Computing 
Consortium Europe (ECCE).

■ Participating in the establishment of the 4K UHD Alliance in Latin America.

■ Jointly releasing a White Paper on Rural Coverage in Africa with the African 
Telecommunication Union (ATU) at the Mobile World Congress, helping drive insight 
and awareness of ICT development in underserved regions.

■ Investing in open source communities like CNCF, OpenStack, OCI, ONAP, OPNFV, 
Akraino, Acmous, Hadoop, and Linaro. We hold more than 10 different seats on 
the board of directors for major international open source communities, and serve 
in more than 200 Technical Steering Committee, Project Team Lead, and Core 
Committer roles.

■ Donating open source projects. Examples include ServiceComb, which was the first 
microservice project to graduate from Apache; Cyborg, which has quickly grown into 
a de-facto standard for acceleration device management; and CarbonData, which 
has gradually become one of the standard data formats for big data. Now more than 
70% of CarbonData contributors are non-Huawei developers.

■ Initiating the edge computing framework KubeEdge to help industries go cloud 
native and enable digital transformation.

■ Introducing new features to the FD.io ecosystem including the DMM open source 
protocol stack framework. As a creative solution, the DMM makes it possible to use 
diverse protocol stacks for different applications.

■ Boosting the value of open source software and making it easier to use. Of 
particular note, we launched the OpenLab program to promote better integration 
across communities and projects, and released the integration and verification 
baseline V1.0.

■ Driving open certification and open source commercialization, including pushing 
the Compliance & Verification Committee (CVC) to provide certifications in the Linux 
Foundation Networking (LFN) umbrella project, in order to resolve interconnection 
issues between multiple vendors in NFVs.

■ Building the Cross-domain, Cross-layer VPN (CCVPN) use case in collaboration 
with China Mobile and Vodafone in the ONAP community, and winning the GNTC 
Innovation Award.

Open source 
communities:

We embrace open source initiatives, actively contributing to mainstream foundations 

and open source communities, accelerating open innovation, and driving ecosystem 

development. 2018 activities include:
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■ Increasing investment in basic research and supporting scientists so their work 
lights the way forward for the rest of mankind. Professor Arikan is an early example. 
He published a paper on polar codes in 2008. Huawei invested in his research and 
built on his original findings to help bring polar codes from the lab to industrial 
application. Polar codes are now a part of 5G standards.

Technological 
innovation:

Through open innovation projects and closer collaboration with industry and 

academia, we integrate innovation and standardization to provide greater value 

in major European organizations, such as ETSI. We provide guidance for Internet 

Protocol microwave, edge computing, and AI, and have helped to gradually integrate 

global standards and industry systems through collaboration and openness. These 

efforts include:

Turkish professor Dr. Erdal 
Arikan, the inventor of polar 
codes for 5G, receiving an 
award from Huawei at its 
Shenzhen headquarters 
in July 2018. The award 
was to recognize his 
outstanding contributions to 
communications technology.

■ Collaborating closely with European research institutes such as Fraunhofer, and 
participating in ICT industry development projects like AI and connected cars 
through initiatives related to research, standards, open source, testbeds, and 
industry alliances.

■ Forging close ties with European scientists, and working together on leading 
technology to drive industry development.

■ Working together with 15 other companies to establish the Network 5.0 Industry and 
Technology Innovation Alliance that covers eight primary areas with Network 5.0 
projects.

■ Setting the stage for standardizing the security architecture for deterministic IP 
networks in ETSI and Internet Research Task Force (IRTF), and taking the lead in the 
standardization of this field.

■ Pushing for a common architecture for an optical ecosystem through Optical 
Networks 2020 (ON2020) based on Optical Networking 2.0 industry projects. Our aim 
is to promote the development of standards for WDM Transport Network (WTN) and 
guide future development.
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In our consumer business:

■  Expanding the Huawei Developer Alliance that centers on Huawei Mobile Services. 
To date, more than 560,000 developers have registered for Huawei Mobile Services. 
We have made 47 additional capabilities and services available for developers, 
with 883 APIs. Our goal is to enable developers from development, promotion, to 
monetization.

■ Providing comprehensive training sessions and incentives to connect with 
developers at different levels, including through various activities like the Shining 
Star program, DigiX geek innovation contests, Huawei Developer Day, and open 
courses.

In our ICT infrastructure business:

■ Investing in the Developer Enablement Program for carrier and enterprise markets 
to help developers more rapidly develop capabilities related to Huawei Cloud. In 
2018, the number of registered developers worldwide reached nearly 300,000, with 
a growth rate of over 150%. We also added around 600 new certified joint solutions, 
and over 1,700 new developers in 2018.

■ Improving development efficiency and accelerating application innovation through 
DevCloud, the enterprise application development platform, and other tools.

■ Launching the Huawei Cloud Academy, deploying OpenLabs globally, and 
implementing the Huawei Cloud Developer Program to offer a range of services like 
training, certification, development, and support.

■ Accelerating talent development and product launches, and giving developers 
access to Huawei opportunities in the global market, by providing commercial 
support such as physical goods, funds, cloud service resources, and enterprise 
connections.

In full-stack, open AI:

■ Releasing open, full-stack, all-scenario AI capabilities based on the self-developed 
Ascend series of chips, Atlas intelligent hardware, Compute Architecture for Neural 
Networks (an operator development tool), MindSpore (a training and inference 
framework), and ModelArts. ModelArts is a one-stop AI development platform that 
manages the entire AI development lifecycle, from data management, algorithm 
development, model training, model deployment, model market, to O&M. This 
platform was ranked as the fastest to train an image recognition model (only 9 
minutes and 22 seconds) according to the DAWNBench by Stanford University.

Developer 
ecosystem:

We leverage full-stack open capabilities and intelligence to provide digital services 

across all scenarios. Progress made in 2018 includes:
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■ Establishing strategic relationships with leading consulting, application, and 
industry solution providers in areas where we can work with alliances to drive the 
industry forward.

■ Serving customers through joint technical innovation, joint solution development, 
and joint marketing and sales, and creating new market value together with our 
customers.

■ Establishing strategic partnerships with new partners, such as Bosch, and further 
expanding strategic partnerships with existing partners like SAP, Microsoft, Intel, 
Accenture, and Infosys.

■ Developing and customizing solutions for smart city, transportation, energy, 
manufacturing, and other segments with local small and medium partners around 
the globe. We use IoT, video, AI, 5G, and other platform technologies, as well as 
our Huawei Solution Partner program and a global spread of OpenLabs to help our 
customers go digital.

■ Adding over 2,000 new Huawei solution ecosystem partners, bringing the total to 
more than 5,000.

Business 
alliances:

We develop customer-facing business solutions together with our partners. 2018 

landmarks include:

■ Joining the technical work group of Germany’s Federal Ministry of Transport and 
Digital Infrastructure (BWVI), participating in the development of the DigiNet 5G 
infrastructure technical specifications, and proposing sharing infrastructure to 
reduce national broadband deployment costs.

■ Developing the SME Digitization Whitepaper in collaboration with SME Corp Malaysia 
to speed up the digital transformation of SMEs in Malaysia.

■ Actively contributing ideas to Thailand’s National Digital Economy and Society 
Commission regarding new technologies such as 5G, cloud, and big data, and 
engaging in government flagship projects related to industry policies.

■ Innovating together with the Indonesian government in areas such as universal 
coverage, mid- and long-term 5G spectrum planning, 3G and 4G spectrum 
refarming, IoT standards for vertical industries, and smart cities.

■ Actively participating in the formulation and implementation of broadband policies 
and standards in Saudi Arabia and countries in the League of Arab States and 
African Union.

– Sharing the best practices of national broadband network construction to speed 
up the development of national broadband in Saudi Arabia.

Government 
advisory:

We encourage using technology to better and more rapidly serve local 

communities. 2018 activities include:
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Brazilian customers 
and Huawei employees 
celebrating Huawei’s 20th 
anniversary in Brazil

– Winning recognition of the Council of the Arab ICT Organization (AICTO) for our 
proposal ICT as Basic National Policy: Build Solid Foundation for Arab Digital 
Society.

– Completing a white paper with the African Union, setting goals for funding, 
resources, and regulation, and releasing it to 54 African Union members at the 
African Union’s broadband conference.

■ Joining forces with third-party organizations to encourage governments, industry 
organizations, and carriers in Africa and Southeast Asia to prioritize and invest in 
rural networks.

■ Launching RuralStar, an innovative scenario-based site solution, to reduce network 
construction costs and increase network coverage in more rural areas.

■ Participating in dedicated workshops run by spectrum organizations in Asia Pacific 
and Africa, and contributing ideas to ICT management of each country.

■ Creating formal plans to connect the unconnected more rapidly, and help achieve 
the UN Broadband Commission’s target of connecting the other half of the world’s 
population by 2025.

■ Publishing the position paper Telco: Investment, Innovation and Competition in ICT 
Infrastructure, calling on governments to support investment in ICT infrastructure, 
encourage ICT innovation, and guide and regulate ICT competition, in order to guide 
the dynamic and healthy development of the ICT industry.

■ Releasing the position paper Digital Nation: Stronger Economy, Better Society, Adept 
Governance at the Huawei European Innovation Day event, calling on governments 
to develop policies for organization, talent, and financing that are conducive to the 
development of digital economy.

■ Huawei has been operating in Brazil for 20 years, serving local enterprises and 
citizens with innovative solutions. In June 2018, Huawei, together with Deloitte, 
released Insights about Digital Transformation and ICT Opportunities for Brazil and 
submitted it to the President of Brazil, further contributing to the Brazil ICT industry 
in terms of safe city, broadband, wireless, cloud, and talent.
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Results of Operations

Financial Performance

(CNY Million) 2018 2017 YoY

Revenue 721,202 603,621 19.5%

Gross profit 278,171 238,142 16.8%

– Gross profit margin 38.6% 39.5% (0.9)%

Total operating expenses (204,884) (181,758) 12.7%

– as % of revenue 28.4% 30.1% (1.7)%

Operating profit 73,287 56,384 30.0%

– as % of revenue 10.2% 9.3% 0.9%

Net finance expenses 253 (573) (144.2)%

Income tax expenses (14,301) (8,673) 64.9%

Net profit 59,345 47,455 25.1%

Revenue in 2018 totaled CNY721,202 million, representing an increase of 19.5% year-on-year. Net profit grew by 
25.1% year-on-year to CNY59,345 million. This was mainly attributable to increasing revenue, higher operating 
efficiency, and improvements in the quality of our operations.

■ As the consumer business grew rapidly and contributed a larger share to total revenue, the company’s gross 
profit margin dropped by 0.9 percentage points from 2017.

■ Although the company increased investment in future-oriented research and innovation and in building its 
brand and sales channels, total operating expenses as a percentage of revenue dropped by 1.7 percentage 
points compared with 2017. This was attributable to efficiency gains enabled by ongoing management 
transformation.

■ As interest income grew, other net finance losses declined sharply over 2017. As a result, the company’s net 
finance expenses decreased significantly compared with 2017.

Total Operating Expenses

(CNY Million) 2018 2017 YoY

Research and development expenses 101,509 89,690 13.2%

– as % of revenue 14.1% 14.9% (0.8)%

Selling and administrative expenses 105,199 92,681 13.5%

– as % of revenue 14.6% 15.4% (0.8)%

Other (income)/expenses, net (1,824) (613) 197.7%

– as % of revenue (0.3)% (0.1)% (0.2)%

Total operating expenses 204,884 181,758 12.7%

– as % of revenue 28.4% 30.1% (1.7)%
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In 2018, Huawei continued to increase its investment in research and development for the future, such as in 5G,  
cloud, artificial intelligence, and smart devices. Despite this, the company’s R&D expenses as a percentage of 
revenue decreased by 0.8 percentage points year-on-year due to the rapid growth of revenue. The company also 
increased investment in building its brand and sales channels for the consumer and enterprise businesses; 
however, the higher operating efficiency made possible by ongoing management transformation resulted in a 
decline of 0.8 percentage points in selling and administrative expenses as a percentage of revenue. Total operating 
expenses as a percentage of revenue dropped by 1.7 percentage points.

Net Finance Expenses

(CNY Million) 2018 2017 YoY

Net foreign exchange loss 2,031 1,080 88.0%

Other net finance gains (2,284) (507) 350.5%

Total net finance expenses (253) 573 (144.2)%

Net finance expenses in 2018 amounted to –CNY253 million, a decrease of CNY826 million compared with 2017. 
Due to the depreciation of currencies in emerging markets, net foreign exchange losses grew by CNY951 million 
over 2017. As interest income increased, other net finance losses declined by CNY1,777 million.

Financial Position

(CNY Million)
December 31, 

2018
December 31, 

2017
YoY

Non-current assets 135,678 99,964 35.7%

Current assets 530,114 405,261 30.8%

Total assets 665,792 505,225 31.8%

Among which: Cash and short-term investments 265,857 199,943 33.0%

Trade receivables 91,052 106,324 (14.4)%

Contract assets 48,276 – –

Inventories and other contract costs 96,545 72,352 33.4%

Non-current liabilities 73,477 42,851 71.5%

Among which: Long-term borrowings 66,170 38,338 72.6%

Current liabilities 359,250 286,758 25.3%

Among which: Short-term borrowings 3,771 1,587 137.7%

Trade payables 94,320 72,846 29.5%

Contract liabilities 58,278 – –

Equity 233,065 175,616 32.7%

Total liabilities and equity 665,792 505,225 31.8%

As of December 31, 2018, the balance of cash and short-term investments reached CNY265,857 million, up 33.0% 
year-on-year.

In 2018, Huawei’s DSO was 70 days, 7 days longer than that in 2017. Its ITO increased by 6 days to 77 days. The 
company’s DPO was 77 days, 5 days longer than that in 2017.

As of December 31, 2018, total short-term and long-term borrowings amounted to CNY69,941 million, an increase 
of 75.2% year-on-year from CNY39,925 million at the end of 2017. The primary purpose of these borrowings was 
to ensure the company’s sustained and increased investment in future-oriented research and innovation in areas 
such as 5G, cloud, artificial intelligence, and smart devices, as well as in building our brand and sales channels.
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Cash Flow from Operating Activities

(CNY Million) 2018 2017 YoY

Net profit 59,345 47,455 25.1%

Adjustment for depreciation, amortization, net foreign 

 exchange losses and non-operating expenses, net
14,090 14,255 (1.2)%

Cash flow before change in operating 

 assets and liabilities
73,435 61,710 19.0%

Change in operating assets and liabilities 1,224 34,626 (96.5)%

Cash flow from operating activities 74,659 96,336 (22.5)%

In 2018, we continued to invest more in R&D and increased our inventory. As a result, our cash flow from operating 
activities in 2018 declined by 22.5% year-on-year to CNY74,659 million.

Financial Risk Management

In 2018, we amended and improved our financial risk management policies and processes to further enhance our 
ability to withstand financial risks and better support our business development.

Liquidity Risk

We have continuously worked to improve our capital structure and short-term liquidity planning, budgeting, and 
forecasting systems to better assess mid-to long-term liquidity needs and short-term funding shortfalls. We 
have implemented prudent financial measures to meet our liquidity needs and guarantee our company’s business 
development, including maintaining a robust capital structure and financial flexibility, keeping a proper level of 
funds, gaining access to adequate and committed credit facilities, creating effective cash plans, and centralizing 
cash management. As of December 31, 2018, our cash and short-term investments had increased by 33.0% 
year-on-year to CNY265,857 million, enabling us to further mitigate our liquidity risks.

(CNY Million) 2018 2017 YoY

Cash flow from operating activities 74,659 96,336 (22.5)%

Cash and short-term investments 265,857 199,943 33.0%

Short-term and long-term borrowings 69,941 39,925 75.2%

Foreign Exchange Risk

Our presentation currency is CNY, but we have foreign currency exposure related to buying, selling, and 
financing in currencies other than CNY, mainly USD and EUR. According to our established foreign exchange risk 
management policy, material foreign exchange exposures are hedged based on a comprehensive analysis of 
market liquidity and hedging costs. We have developed a complete set of foreign exchange management policies, 
processes, and instructions. These include:

■ Natural hedging: We structure our operations to match currencies between procurement and sales 
transactions, to the greatest extent possible.

■ Financial hedging: For certain currencies where natural hedging does not fully offset the foreign currency 
position, we hedge through forward foreign exchange transactions.

In countries where local currencies depreciate sharply or in those with strict foreign exchange controls, we manage 
foreign exchange exposures using different measures, including pricing in USD. We also accelerate customer 
payment and promptly transfers cash out of these countries to mitigate risks.
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With other conditions remaining unchanged, exchange rate fluctuations will impact our net profit as follows:

(CNY Million) 2018 2017

USD depreciates by 5% (1,776) (1,077)

EUR depreciates by 5% 177 158

Interest Rate Risk

Interest rate risks mainly arise from Huawei’s long-term borrowings and long-term receivables. By analyzing its 
interest rate exposures, the company uses a combination of fixed-rate and floating-rate bank loans to mitigate 
interest rate risks.

1. Major interest-bearing long-term financial instruments held by the company as at December 31, 2018

2018 2017
  

Effective 
Interest Rate 

(%) (CNY million)

Effective 
Interest Rate 

(%) (CNY million)

Fixed-rate long-term financial instruments

Long-term borrowings 4.07 30,762 4.07 29,251

Trade and other receivables 5.87 (2,316) 7.21 (2,465)

Floating-rate long-term financial instruments

Long-term borrowings 3.82 35,408 4.21 9,087

Trade and other receivables 0.83 (1,737) 0.32 (1,968)

Total 62,117 33,905

2. Sensitivity analysis

Assuming that the interest rate increased by 50 basis points on December 31, 2018 and other variables remained 
unchanged, the company’s net profit and equity would decrease by CNY132 million (in 2017, the amount decreased 
by CNY27 million).

Credit Risk

The company has established and implemented globally consistent credit management policies, processes, IT 
systems, and quantitative credit risk assessment tools. It has established dedicated credit management teams 
across all regions and business units, and set up centers of expertise specializing in credit management in 
Europe and Asia Pacific. The company uses quantitative risk assessment models to determine customer credit 
ratings and credit limits and quantify transaction risks. It has also set risk control points for key activities across 
the end-to-end sales process to manage credit risks in a closed loop. Huawei’s Credit Management Department 
regularly assesses global credit risk exposures and develops IT tools to help field offices monitor risk status, 
estimate potential losses, and determine bad debt provisions as appropriate. To minimize risk, a special process is 
followed if a customer defaults on a payment or poses an unacceptably high credit risk.

Sales Financing

With its global coverage, Huawei’s sales financing team maintains close contact with customers to understand 
their financing needs and taps into a wide range of financing resources around the world. As a bridge for 
communication and cooperation between financial institutions and customers, the sales financing team provides 
customers with specialized financing solutions that contribute to ongoing customer success. To transfer risks, 
Huawei arranges for third-party financial institutions to provide sales financing, such as export credit facilities, 
leasing, and factoring. These institutions bear the associated risks and profit from these operations. Huawei 
has established systematic financing policies and project approval processes to strictly control financing risk 
exposures. Huawei only shares risks with financial institutions on certain projects, and measures and recognizes 
the risk exposures to ensure that business risks are under control.

68        Huawei Investment & Holding Co., Ltd.



Independent Auditors’ Report

Independent auditors’ report on the consolidated financial statements 
summary to the Board of Directors of Huawei Investment & Holding Co., Ltd.

The audited consolidated financial 
statements and our report thereon

We expressed an unmodified audit opinion on the 
audited consolidated financial statements in our 
report dated March 27, 2019.

Management’s responsibilities for the 
consolidated financial statements 
summary

Management is responsible for the preparation of 
the consolidated financial statements summary in 
accordance with the basis described in note 2 to the 
consolidated financial statements summary.

Auditors’ responsibilities

Our responsibility is to express an opinion on whether 
the consolidated financial statements summary is 
consistent, in all material respects, with the audited 
consolidated financial statements based on our 
procedures, which were conducted in accordance 
with International Standard on Auditing 810 (Revised), 
Engagements to Report on Summary Financial 
Statements.

KPMG Huazhen LLP
Certified Public Accountants
15th Floor, China Resources Tower
2666 Keyuan South Road
Shenzhen 518052, China
March 27, 2019

Opinion

The consolidated financial statements summary of 
the Huawei Investment & Holding Co., Ltd. and its 
subsidiaries (the Group) set out on pages 70 to 126, 
which comprises the summary consolidated statement 
of financial position as at December 31, 2018, the 
summary consolidated statements of profit or loss 
and other comprehensive income and cash flows for 
the year then ended, and a summary of significant 
accounting policies and other explanatory information, 
is derived from the audited consolidated financial 
statements of the Group for the year ended December 
31, 2018.

In our opinion, the accompanying consolidated 
financial statements summary is consistent, in all 
material respects, with the audited consolidated 
financial statements, in accordance with the basis 
described in note 2 to the consolidated financial 
statements summary.

Consolidated financial statements 
summary

The consolidated financial statements summary 
does not contain all the disclosures required by 
International Financial Reporting Standards applied in 
the preparation of the audited consolidated financial 
statements of the Group. Reading the consolidated 
financial statements summary and the auditors’ report 
thereon, therefore, is not a substitute for reading the 
audited consolidated financial statements of the Group 
and the auditors’ report thereon.
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Summary Consolidated Statement of Profit or Loss and Other 
Comprehensive Income

(CNY million) Note 2018 2017
Revenue 8 721,202 603,621
Cost of sales (443,031) (365,479)

 

Gross Profit 278,171 238,142
Research and development expenses (101,509) (89,690)
Selling and administrative expenses (105,199) (92,681)
Other income, net 9 1,824 613

 

Operating profit 73,287 56,384
Finance income and expenses 11 253 (573)
Share of associates’ and joint ventures’ results (post tax) 106 317

 

Profit before taxation 73,646 56,128

Income tax 12 (14,301) (8,673)
 

Profit after tax 59,345 47,455
 

Other comprehensive income 
 (after tax and reclassification adjustments)

13

Items that will not be reclassified to profit or loss:
 Re-measurement of defined benefit obligations (766) 715
 Equity investments at fair value through other 
  comprehensive income (FVOCI) – net change in fair value

(66) –
 

(832) 715
 

Items that are or may be reclassified 
 subsequently to profit or loss:
 Available-for-sale investments – net change in fair value – 92
 Non-equity financial assets at FVOCI – net change in fair value
  and impairment loss

27 –

 Translation differences on foreign operations 1,235 (1,662)
 

1,262 (1,570)
 

Total other comprehensive income 430 (855)
 

Total comprehensive income 59,775 46,600
 

Profit for the year attributable to:
 Equity holders of the Company 59,227 47,451
 Non-controlling interests 118 4

 

Total comprehensive income attributable to:
 Equity holders of the Company 59,656 46,601
 Non-controlling interests 119 (1)

 

Note: The Group has initially applied IFRS 15 and IFRS 9 at January 1, 2018. Under the transition methods chosen, comparative 
information has not been restated. See Note 4.

The notes on pages 74 to 126 form part of this consolidated financial statements summary.
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Summary Consolidated Statement of Financial Position

December 31, December 31,

(CNY million) Note 2018 2017

Assets

Goodwill and intangible assets 14 7,964 5,327

Property, plant and equipment 15 74,662 56,089

Long-term leasehold prepayments 16 6,896 5,152

Interests in associates and joint ventures 17 562 750

Other investments, including derivatives 18 18,725 5,965

Deferred tax assets 19 17,257 18,565

Contract assets 21 601 –

Trade and bills receivable 22 3,588 2,451

Other assets 23 5,423 5,665

Non-current assets 135,678 99,964

Inventories and other contract costs 20 96,545 72,352

Contract assets 21 47,675 –

Trade and bills receivable 22 91,995 107,595

Other assets 23 28,042 25,371

Other investments, including derivatives 18 81,751 24,596

Cash and cash equivalents 24 184,106 175,347

Current assets 530,114 405,261

Total assets 665,792 505,225

Equity

Equity attributable to equity holders of the Company 232,658 175,585

Non-controlling interests 407 31

Total equity 233,065 175,616

Liabilities

Loans and borrowings 25 66,170 38,338

Deferred government grants 1,209 1,340

Deferred tax liabilities 19 1,937 1,471

Other liabilities 28 4,161 1,702

Non-current liabilities 73,477 42,851

Loans and borrowings 25 3,771 1,587

Employee benefits 98,164 91,857

Income tax payable 4,191 4,390

Trade and bills payable 26 96,919 72,866

Contract liabilities 27 58,278 –

Other liabilities 28 87,683 95,825

Provisions 29 10,244 20,233

Current liabilities 359,250 286,758

Total liabilities 432,727 329,609

Total equity and liabilities 665,792 505,225

Note: The Group has initially applied IFRS 15 and IFRS 9 at January 1, 2018. Under the transition methods chosen, comparative 

information has not been restated. See Note 4.

The notes on pages 74 to 126 form part of this consolidated financial statements summary.
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Summary Consolidated Statement of Cash Flows

(CNY million) Note 2018 2017

Cash flows from operating activities

Cash receipts from goods and services 795,520 669,545

Cash paid to suppliers and employees (768,796) (618,305)

Other operating cash flows 47,935 45,096
 

Net cash generated from operating activities 74,659 96,336

Net cash used in investing activities (93,880) (24,657)

Net cash generated from/(used in) financing activities 26,926 (16,936)
 

Cash and cash equivalents

Net increase 7,705 54,743

At January 1 24 175,347 123,047

Effect of foreign exchange rate changes 1,054 (2,443)
 

At December 31 24 184,106 175,347
  

Note: The Group has initially applied IFRS 15 and IFRS 9 at January 1, 2018. Under the transition methods chosen, comparative 

information has not been restated. See Note 4.

The notes on pages 74 to 126 form part of this consolidated financial statements summary.
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1 Reporting entity
Huawei Investment & Holding Co., Ltd. (the Company) 
is a limited liability company established in Shenzhen 
in the People’s Republic of China (the PRC). The 
Company’s registered office is at Building 1, Zone B, 
Huawei Base, Bantian Longgang District, Shenzhen 
City, PRC.

The Company and its subsidiaries (the Group) 
principally provide end to end Information and 
Communication Technology solutions. This includes 
the research, design, manufacture and marketing of 
telecom network equipment, IT products and solutions, 
cloud technology and services and smart devices 
for telecom carriers, enterprises and consumers. 
The principal activities and other particulars of the 
Company’s major subsidiaries are set out in note 33(b) 
to the consolidated financial statements summary.

2 Preparation basis of the 
consolidated financial 
statements summary

The Group has prepared a full set of consolidated 
financial statements (consolidated financial 
statements) for the year ended December 31, 2018 
in accordance with International Financial Reporting 
Standards (IFRSs).

This is the first set of the Group’s annual financial 
statements in which IFRS 15 and IFRS 9 have been 
applied. Changes to significant accounting policies are 
described in Note 4.

The consolidated financial statements summary has 
been prepared and presented based on the audited 
consolidated financial statements for the year ended 
December 31, 2018 in order to disclose material 
financial and operational information.

3 Significant accounting policies

(a) Basis of preparation of the 
consolidated financial statements

The consolidated financial statements have 
been prepared under the historical cost basis 
modified for the fair valuation of certain 
financial instrument classifications (see note 
3(e)).

The preparation of consolidated financial 
statements in accordance with IFRSs requires 
management to make judgements, estimates 
and assumptions that affect the application 
of policies and reported amounts of assets, 
liabilities, income and expenses. Estimates 
and associated assumptions are based on 
historical experience and various other factors 
that are believed to be reasonable under the 
circumstances. Actual results may differ from 
these estimates.

Estimates and underlying assumptions are 
reviewed regularly and revised when required. 
Revisions to accounting estimates are 
recognised in the period in which the estimate 
is revised if the revision affects only that period, 
or in the period of the revision and future 
periods if the revision affects both current and 
future periods.

Judgements made by management in the 
application of IFRSs that have significant effect 
on the consolidated financial statements and 
major sources of estimation uncertainty are 
discussed in note 5.

Changes in accounting policies

As explained in more details below, the Group 
has adopted IFRS 15 and IFRS 9 from January 
1, 2018. As permitted by these standards, the 
Group has not restated comparatives. The 
policies set out below include both the new 
policies adopted in the current year and the 
Group’s previous policies which were applied in 
preparing the comparative amounts.

(b) Functional and presentation 
currency

All financial information in the consolidated 
financial statements summary is presented 
in millions of Renminbi (CNY), which is the 
Company’s functional currency.

Notes
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(c) Consolidation

The financial statements consolidate the 
results, assets, liabilities and cash flows of all 
subsidiaries which the Group controls.

Subsidiaries are consolidated from the date that 
control commences until the date that control 
passes. Intra-group balances, transactions and 
cash flows and any unrealised profits arising 
from intra-group transactions are eliminated 
in full in preparing the consolidated financial 
statements. Unrealised losses resulting from 
intra-group transactions are eliminated in the 
same way as unrealised gains but only to the 
extent that there is no evidence of impairment.

The Group controls an entity when it is exposed, 
or has rights, to variable returns from its 
involvement with the entity and has the ability 
to affect those returns through its power 
over the entity. When assessing whether the 
Group has power, only substantive rights are 
considered.

The Group uses the acquisition method 
to account for business acquisitions. The 
difference between the fair value of the 
consideration paid and the fair value of assets, 
liabilities and contingent liabilities acquired 
is recorded as goodwill. Transaction costs 
incurred in an acquisition are included in 
operating costs.

Non-controlling interests represent the 
carrying value of the net assets of subsidiaries 
attributable to non-controlling shareholders. 
The Group measures non-controlling interests 
at the non-controlling interests’ proportionate 
share of the subsidiary’s net identifiable assets. 
Changes in the Group’s interests in a subsidiary 
that do not result in a loss of control are 
accounted for as equity transactions, whereby 
adjustments are made to the amounts of 
controlling and non-controlling interests within 
consolidated equity to reflect the change in 
relative interests, but no adjustments are made 
to goodwill and no gain or loss is recognised.

When the Group loses control of a subsidiary, 
it is accounted for as a disposal of the entire 
interest in that subsidiary, with a resulting 
gain or loss being recognised in profit or loss. 
Any interest retained in that former subsidiary 
at the date when control is lost is recognised 

at fair value or, when appropriate, the cost 
on initial recognition of an investment in an 
associate or a joint venture (see note 3(d)).

(d) Associates and joint ventures

An associate is an entity in which the Group 
has significant influence, but not control or 
joint control, over its management, including 
participation in the financial and operating 
policy decisions.

A joint venture is an arrangement whereby the 
Group and other parties contractually agree 
to share control of the arrangement, and have 
rights to the net assets of the arrangement.

An investment in an associate or a joint 
venture is accounted for in the consolidated 
financial statements using the equity method. 
They are initially recognised at cost, which 
includes transaction costs. Subsequent to 
initial recognition, the consolidated financial 
statements include the Group’s share of the 
profit or loss and other comprehensive income 
(OCI) of equity-accounted investees, until the 
date on which significant influence or joint 
control ceases.

Unrealised profits and losses resulting from 
transactions between the Group and its 
associates and joint ventures are eliminated 
to the extent of the Group’s interest in the 
investee, except where unrealised losses 
provide evidence of an impairment of the asset 
transferred, in which case they are recognised 
immediately in profit or loss.

(e) Financial instruments

The Group has adopted IFRS 9, with effect from 
January 1, 2018. As permitted by the standard, 
comparative figures have not been restated 
and these are presented in accordance with 
the Group’s previous policies. Both the new and 
the old accounting policies are described below 
where appropriate.

(i) Recognition and derecognition

Financial instruments, comprising financial 
assets and financial liabilities, are recognised 
in the consolidated statement of financial 
position when the Group becomes a party to the 
contractual provisions of the instrument.
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The Group derecognises a financial asset when 
the contractual rights to the cash flows from the 
asset expire, or it transfers the rights to receive 
the contractual cash flows in a transaction 
in which substantially all of the risks and 
rewards of ownership of the financial asset 
are transferred or where it neither transfers 
nor retains substantially all of the risks and 
rewards of ownership and loses control. When 
control is retained, the Group continues to 
recognise the financial asset to the extent of 
its continuing involvement. Financial assets are 
also de-recognised when they are written off. 
Financial assets are written off when there is 
no reasonable expectation of further recoveries 
even though there may be enforcement actions 
ongoing.

The Group derecognises a financial liability 
when its contractual obligations are discharged, 
cancelled, or expire.

Financial assets and financial liabilities are 
offset and the net amount presented in the 
consolidated statement of financial position 
when, and only when, the Group currently 
has a legally enforceable right to set off the 
recognised amounts and intends either to settle 
them on a net basis or to realise the asset and 
settle the liability simultaneously.

(ii) Classification and measurement

Policy applicable from January 1, 2018

All financial assets and liabilities are initially 
recognised at fair value, which is usually the 
transaction price including, where appropriate, 
transaction costs, with the exception of trade 
receivables without a significant financing 
component, which are measured at their 
transaction price, determined in accordance 
with the Group’s accounting policies for 
revenue. Subsequently, measurement depends 
on the financial assets/liabilities classification 
as follows:

■ Financial assets measured at fair value 
through profit or loss (FVPL)

Non-equity financial assets are classified 
as FVPL if they arise from contracts which 
do not give rise to cash flows which are 
solely principal and interest, or otherwise 
where they are held in a business model 
which mainly realises them through sale. 

Such assets are re-measured to fair value 
at the end of each reporting period. Gains 
and losses arising from re-measurement are 
taken to profit or loss, as are transaction 
costs.

Equity investments are classified as FVPL 
unless they are designated as at FVOCI on 
initial recognition (see below). Dividends 
from equity investments, irrespective of 
whether classified as FVPL or FVOCI, are 
recognised in profit or loss as finance 
income.

■ Financial assets measured at FVOCI

Non-equity financial assets are classified as 
FVOCI where they arise from contracts which 
give rise to contractual cash flows which 
are solely principal and interest and which 
are held in a business model which realises 
some through sale and some by holding 
them to maturity. They are recognised 
initially at fair value plus any directly 
attributable transaction costs, or in the 
case of trade receivables, at the transaction 
price.

At the end of each reporting period they 
are re-measured to fair value, with the 
cumulative gain or loss compared to their 
amortised cost being recognised in other 
comprehensive income and in the fair value 
reserve, except for the recognition in profit 
and loss of expected credit losses, interest 
income (calculated using the effective 
interest method) and foreign exchange gains 
and losses.

When these assets are derecognised, the 
cumulative gain or loss is reclassified from 
equity to profit or loss.

Equity investments not held for trading 
purposes are designated as at FVOCI 
where they are considered strategic to 
the Group. Such designation is made on 
an instrument-by-instrument basis, but 
may only be made if the investment meets 
the definition of equity from the issuer’s 
perspective. Amounts accumulated in 
the fair value reserve in respect of these 
investments are transferred directly to 
retained earnings on the disposal of the 
investment. These investments are not 
subject to impairment.
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■ Financial assets measured at amortised 
cost (AC)

Financial assets are held at amortised cost 
when they arise from contracts which give 
rise to contractual cash flows which are 
solely principal and interest and are held in 
a business model which mainly holds the 
assets to collect contractual cash flows.

Financial assets measured at AC that are 
not purchased or originated credit-impaired 
are measured at amortised cost using 
the effective interest method. For those 
purchased or originated credit-impaired, the 
Group applies the credit-adjusted effective 
interest rate since initial recognition. These 
assets are also subject to impairment losses 
(see note 3(k)). Interest income is calculated 
based on the gross carrying amount of the 
financial asset unless the financial asset 
is credit impaired, in which case interest 
income is calculated on the amortised 
cost (i.e. gross carrying amount less loss 
allowance). Interest income is included in 
finance income.

Policy applicable before January 1, 2018

All financial assets and liabilities are initially 
recognised at fair value, which is usually the 
transaction price including, where appropriate, 
transaction costs. Subsequently, measurement 
depends on their classification as follows:

■ Financial assets at fair value through profit 
or loss

Financial assets are classified as at 
fair value through profit or loss if they 
are classified as held-for-trading or are 
designated as such on initial recognition, 
and are re-measured to fair value at the end 
of each reporting period. Gains and losses 
arising from re-measurement are taken to 
profit or loss, as are transaction costs.

■ Loans and receivables

Loans and receivables including trade 
receivables are measured at amortised cost 
using the effective interest method including 
a reduction for any impairment losses (see 
note 3(k)). Interest income is included in 
finance income.

■ Available-for-sale financial assets

Available-for-sale financial assets are 
non-derivative financial assets that are not 
classified in any of the above categories 
of financial assets and are recognised 
initially at fair value plus any directly 
attributable transaction costs. At the end 
of each reporting period the fair value is 
remeasured, with any resultant gain or loss 
being recognised in other comprehensive 
income and accumulated separately in 
equity in the available-for-sale reserve 
except for the foreign exchange gain or loss 
on debt instruments which is recognised in 
finance income or expenses. When these 
assets are derecognised or impaired (see 
note 3(k)), the cumulative gain or loss is 
reclassified from equity to profit or loss.

Available-for-sale financial assets that do 
not have a quoted price in an active market 
and whose fair value cannot be reliably 
measured are measured at cost less any 
impairment losses (see note 3(k)) at the end 
of each reporting period.

Interest income on available-for-sale 
financial assets is recognised in finance 
income using the effective interest method. 
Dividends on available-for-sale equity 
securities are recognised in finance income 
when the right to receive dividends has been 
established.

Policy applicable before and after January 
1, 2018

■ Financial liabilities at amortised cost

Financial liabilities, except those designated 
as at FVPL, are stated at amortised cost 
using the effective interest method. 
Interest is included in finance expenses 
unless capitalised into property, plant and 
equipment (see note 3(t)).

■ Financial liabilities designated as at FVPL

The Group has irrevocably designated 
certain financial liabilities as at FVPL on 
initial recognition because they are managed 
and their performance is evaluated on a 
fair value basis and information is provided 
internally on that basis to the Group’s key 
management personnel.
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(f) Investment property

Investment properties are land and buildings 
which are owned or held under a leasehold 
interest (see note 3(j)) to earn rental income 
and/or for capital appreciation.

Investment properties are stated at cost 
less accumulated depreciation (see note 3(g)
(ii)) and impairment losses (see note 3(k)). 
Rental income from investment properties is 
accounted for as described in note 3(q)(ii).

(g) Other property, plant and equipment

(i) Cost

Items of property, plant and equipment are 
stated at cost less accumulated depreciation 
and impairment losses (see note 3(k)). 
Cost includes expenditure that is directly 
attributable to the acquisition of the assets 
including for self-constructed assets, the cost 
of materials, direct labour, the initial estimate, 
where appropriate, of the costs of dismantling 
and removing the items and restoring the site 
on which they are located, and an appropriate 
proportion of production overheads and 
borrowing costs (see note 3(t)).

Construction in progress is transferred to other 
property, plant and equipment when it is ready 
for its intended use.

Gains or losses arising from the retirement 
or disposal of an item of property, plant and 
equipment are determined as the difference 
between the net disposal proceeds and the 
carrying amount of the item and are recognised 
in profit or loss on the date of retirement or 
disposal.

(ii) Depreciation

Depreciation is calculated to write off the cost 
of items of property, plant and equipment 
and investment property, less their estimated 
residual value, if any, using the straight line 
method over their estimated useful lives as 
follows:

■ Buildings 30 years
■ Machinery, electronic 

equipment and other 
equipment

2 to 10 years

■ Motor vehicles 5 years
■ Decoration and leasehold 

improvements
2 to 5 years

Where components of an item of property, plant 
and equipment and investment property have 
different useful lives, the cost or valuation of 
the item is allocated on a reasonable basis 
between the parts and each part is depreciated 
separately. Both the useful life of an item of 
property, plant and equipment and investment 
property and its residual value, if any, are 
reviewed annually.

Freehold land and construction in progress are 
not depreciated.

(h) Long-term leasehold prepayments

Long-term leasehold prepayments represent 
land premium paid, resettlement fees and 
related expenses incurred in obtaining the 
relevant land use rights, less accumulated 
amortisation and impairment losses (see note 
3(k)).

Amortisation is charged to profit or loss on a 
straight-line basis over the period of the rights 
which is generally no more than 50 years.

(i) Goodwill and intangible assets

(i) Goodwill

Goodwill represents the excess of the fair value 
of consideration paid to acquire a subsidiary 
over the acquisition date fair value of the 
acquiree’s identifiable assets acquired less 
liabilities, including contingent liabilities, 
assumed as at the acquisition date, less 
impairment losses (see note 3(k)).

Where the fair value of the assets acquired less 
liabilities assumed exceeds the consideration 
paid, the excess is recognised immediately in 
profit or loss as a gain.

Goodwill is not amortised but subject to 
impairment testing (see note 3(k)) annually.

(ii) Other intangible assets

Other intangible assets that are acquired by 
the Group are stated at cost less accumulated 
amortisation and impairment losses (see note 
3(k)).

(iii) Amortisation

Amortisation of other intangible assets with 
finite useful lives is charged to profit or loss on 
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a straight-line basis over the assets’ estimated 
useful lives. The following intangible assets with 
finite useful lives are amortised from the date 
they are available for use and their estimated 
useful lives are as follows:

■ Software 2 to 20 years
■ Royalties 2 to 15 years
■ Patents 3 to 22 years
■ Trademark and others 2 to 20 years

Both the period and method of amortisation are 
reviewed annually and revised when necessary.

(iv) Research and development

Research and development costs comprise 
all costs that are directly attributable to 
research and development activities or that 
can be allocated on a reasonable basis to such 
activities. The nature of the Group’s research 
and development activities is such that the 
criteria for the recognition of such costs as 
assets are generally not met until late in the 
development stage of the project when the 
remaining development costs are immaterial. 
Therefore most expenditure on research and 
development activities is recognised as an 
expense in the period in which it is incurred.

(j) Leased assets

Most of the Group’s leases are operating leases 
which do not transfer substantially all the risks 
and rewards of ownership to the Group.

Payments made under the leases are charged 
to profit or loss in equal instalments over the 
accounting periods covering the lease term, 
except where an alternative basis is more 
representative of the pattern of benefits to be 
derived from the leased asset. Lease incentives 
received are recognised in profit or loss as 
an integral part of the aggregate net lease 
payments made. Contingent rentals are charged 
to profit or loss in the accounting period in 
which they are incurred.

(k) Impairment of assets

(i) Impairment of financial assets, contract 
assets and lease receivables

Policy applicable from January 1, 2018

The Group recognises an allowance for 
impairment on non-equity financial assets held 
at FVOCI and AC and also on contract assets 
and lease receivables on an expected credit 
loss basis. Increases and decreases in the 
impairment allowance are recognised in profit 
or loss. The expected credit losses are the 
difference (on a present value basis) between 
the contractual cash flows (or transaction price) 
and the present value of cash flows expected 
to be received based on the Group’s past loss 
experience and reasonable and supportable 
expectations, at the end of the reporting period, 
about future credit conditions.

For trade receivables, contract assets, and 
lease receivables, the Group recognises 
impairment both individually and using 
provision matrices based on the probability that 
the customer will default during the lifetime 
of the asset, and the loss that will be incurred 
given the default (the lifetime expected loss). 
The Group defines default as the customer 
being more than 90 days past due.

For all other financial assets that are not 
purchased or originated credit-impaired, 
the Group recognises impairment initially 
based on the probability that the customer 
or counterparty will default in the next 12 
months unless there has been a significant 
deterioration in credit quality, or the financial 
asset becomes credit impaired in which case 
the impairment allowance is increased to the 
lifetime expected loss.

An asset is credit impaired when it has one or 
more of the loss events described below:

■ significant financial difficulty of the 
borrower or issuer;
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■ a breach of contract such as a default or 
past due event;

■ the restructuring of a loan or advance by the 
Group on terms that the Group would not 
consider otherwise;

■ it is probable that the borrower will enter 
bankruptcy or other financial reorganisation; 
or

■ the disappearance of an active market for a 
security because of financial difficulties.

In the case of purchased or originated 
credit-impaired financial assets, the Group only 
recognises the cumulative changes in lifetime 
expected credit losses since initial recognition 
as a loss allowance.

Policy applicable before January 1, 2018

Loans and receivables, available-for-sale 
securities and cash and cash equivalents 
are reviewed at the end of each reporting 
period to determine whether there is objective 
evidence of impairment. Objective evidence 
of impairment includes observable data that 
comes to the attention of the Group about one 
or more of the following loss events:

■ significant financial difficulty of the debtor 
or issuer;

■ a breach of contract, such as a default or 
delinquency in contractual payments;

■ it is probable that the debtor or issuer 
will enter bankruptcy or other financial 
reorganisation;

■ significant changes in the technological, 
market, economic or legal environment that 
have an adverse effect on the debtor or 
issuer;

■ a general decline in the ability of a group of 
financial assets to make payments when 
due; or

■ a significant or prolonged decline in the 
fair value of an investment in an equity 
instrument below its cost.

Assets are tested for impairment individually 
and collectively. Where there is objective 
evidence that a financial asset or a group 

of financial assets is impaired, the Group 
recognises an impairment loss using an 
allowance account representing the difference 
between the carrying amount and the 
present value of estimated future cash flows, 
discounted at the financial asset’s original 
effective interest rate. When assets are 
assessed collectively, they are grouped on the 
basis of similar credit characteristics.

Impairment losses are subsequently reversed 
if in a subsequent period the amount of an 
impairment loss decreases and the decrease 
can be linked objectively to an event occurring 
after the impairment loss was recognised.

Where an available-for-sale debt security is 
deemed to be impaired, cumulative fair value 
losses recognised in the available-for-sale 
reserve are reclassified to profit or loss. 
Losses are reversed if a subsequent increase 
in fair value can be objectively related to an 
event occurring after the impairment loss was 
recognised.

Available-for-sale equity securities are impaired 
where there has been a significant or prolonged 
decline in their fair value below cost and then 
the cumulative loss is reclassified to profit or 
loss. Impairment losses for these assets are not 
reversed.

(ii) Impairment of other non-financial 
assets

Internal and external sources of information are 
reviewed at the end of each reporting period to 
identify indications that non-financial assets, 
including property, plant and equipment, 
long-term leasehold prepayments, intangible 
assets and other long-term assets may be 
impaired.

Goodwill is tested for impairment at least 
annually. For the purposes of impairment 
testing, goodwill is allocated to each cash 
generating unit, or groups of cash generating 
units, that is expected to benefit from the 
synergies of the acquisition. Where impairment 
testing is of a cash generating unit (or group of 
units), an impairment loss is recognised in profit 
or loss where the recoverable value is less than 
the carrying value of the unit (or group of units) 
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and the impairment loss recognised is allocated 
first to reduce the carrying amount of any 
goodwill allocated to the unit (or group of units).

Other assets are impaired and an impairment 
loss is recognised in profit or loss where the 
recoverable value of the asset is less than its 
carrying amount, and reversed where there has 
been a favourable change in the recoverable 
amount. Impairment of goodwill is not reversed.

The recoverable amount of an asset or group of 
assets is the greater of its fair value less costs 
of disposal and value in use. Value in use is the 
total estimated future cash flows from the asset 
or, where the asset does not generate cash 
flows independent of other assets, a group of 
assets, discounted to their present value using 
a pre-tax discount rate that reflects current 
market assessments of the time value of money 
and the risks specific to the asset, or group of 
assets.

(l) Inventories

Inventories are carried at the lower of cost and 
net realisable value.

Cost is calculated based on the standard cost 
method with periodic adjustments of cost 
variance to arrive at the actual cost, which 
approximates to weighted average cost. Cost 
includes expenditures incurred in acquiring 
the inventories and bringing them to their 
present location and condition. The cost of 
manufactured inventories and work in progress 
includes an appropriate share of overheads 
based on normal operating capacity.

The Group estimates losses for obsolescence 
and adjustment to net realisable value of the 
inventories periodically. Net realisable value 
is the estimated selling price in the ordinary 
course of business, less the estimated costs of 
completion and the estimated costs necessary 
to make the sale.

When inventories are sold, the carrying amount 
of those inventories is recognised as an expense 
in the period in which the related revenue is 
recognised. Any write-down of inventories to 
net realisable value and all losses of inventories 

are recognised as an expense in the period the 
write-down or loss occurs.

(m) Cash and cash equivalents

Cash and cash equivalents comprise cash 
at bank and on hand, demand deposits with 
banks and other financial institutions, demand 
deposits with third party merchants, and 
short-term, highly liquid investments that 
are readily convertible into known amounts of 
cash and which are subject to an insignificant 
risk of changes in value. Bank overdrafts that 
are repayable on demand and form an integral 
part of the Group’s cash management are also 
included as a component of cash and cash 
equivalents for the purpose of the consolidated 
statement of cash flows.

(n) Employee benefits

(i) Short-term employee benefits, 
contributions to defined contribution 
retirement plans and other long-term 
employee benefits

Salaries, profit-sharing and bonus payments, 
paid annual leave and contributions to defined 
contribution retirement plans and the cost of 
non-monetary benefits are accrued in the year 
in which the associated services are rendered 
by employees. Where payment or settlement 
is deferred and the effect would be material, 
these amounts are stated at their present 
values.

(ii) Defined benefit obligations

The Group’s obligation in respect of defined 
benefit plans is calculated separately for each 
plan by estimating the total amount of future 
benefit that employees have earned in return 
for their service in the current and prior periods 
which is then discounted to present value. The 
calculation is performed by management using 
the projected unit credit method.

Service cost and interest cost on the defined 
benefit obligations and any curtailment gains 
and losses are recognised in profit or loss.
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Remeasurements arising from changes in 
assumptions regarding the amounts of future 
benefits are recognised immediately in other 
comprehensive income and shall not be 
reclassified to profit or loss in a subsequent 
period.

(o) Income tax

Income tax for the year comprises current 
tax and movements in deferred tax assets 
and liabilities. Current tax and movements 
in deferred tax assets and liabilities are 
recognised in profit or loss except to the extent 
that they relate to items recognised in other 
comprehensive income or directly in equity, 
in which case the relevant amounts of tax are 
recognised in other comprehensive income or 
directly in equity, respectively.

Current tax is the expected tax payable on the 
taxable income for the year, using tax rates 
enacted or substantively enacted at the end of 
the reporting period, and any adjustment to tax 
payable in respect of previous years.

Deferred tax is provided on temporary 
differences, representing the difference 
between the carrying amounts of assets and 
liabilities for financial reporting purposes and 
their tax bases. Deferred tax assets also arise 
from unused tax losses and unused tax credits.

Deferred tax assets are recognised to the extent 
that it is probable that future taxable profits 
will be available against which the asset can be 
utilised. Future taxable profits that may support 
the recognition of deferred tax assets arising 
from deductible temporary differences include 
those that will arise from the reversal of existing 
taxable temporary differences, provided 
those differences relate to the same taxation 
authority and the same taxable entity, and are 
expected to reverse either in the same period 
as the expected reversal of the deductible 
temporary difference or in periods into which a 
tax loss arising from the deferred tax asset can 
be carried back or forward. The same criteria 
are adopted when determining whether existing 
taxable temporary differences support the 

recognition of deferred tax assets arising from 
unused tax losses and credits, that is, those 
differences are taken into account if they relate 
to the same taxation authority and the same 
taxable entity, and are expected to reverse in a 
period, or periods, in which the tax loss or credit 
can be utilised.

No deferred tax is recognised on:

■ the initial recognition of goodwill;

■ the initial recognition of assets or liabilities 
that affect neither accounting nor taxable 
profit (provided they are not part of a 
business combination); and

■ temporary differences relating to 
investments in subsidiaries to the extent 
that, in the case of taxable differences, the 
Group controls the timing of the reversal and 
it is probable that the differences will not 
reverse in the foreseeable future, or in the 
case of deductible differences, unless it is 
probable that they will reverse in the future.

The amount of deferred tax recognised is 
measured based on the expected manner of 
realisation or settlement of the carrying amount 
of the assets and liabilities, using tax rates 
enacted or substantively enacted at the end of 
the reporting period. Deferred tax assets and 
liabilities are not discounted.

The carrying amount of a deferred tax asset is 
reviewed at the end of each reporting period 
and is reduced to the extent that it is no longer 
probable that sufficient taxable profits will be 
available to allow the related tax benefit to be 
utilised. Any such reduction is reversed to the 
extent that it becomes probable that sufficient 
taxable profits will be available.

Current tax balances and deferred tax balances, 
and movements therein, are presented 
separately from each other and are not offset. 
Current tax assets are offset against current 
tax liabilities, and deferred tax assets against 
deferred tax liabilities, if the Group has legally 
enforceable rights to set off current tax assets 
against current tax liabilities and the following 
additional conditions are met:
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■ in the case of current tax assets and 
liabilities, the Group intends either to settle 
on a net basis, or to realise the asset and 
settle the liability simultaneously; or

■ in the case of deferred tax assets and 
liabilities, if they relate to income taxes 
levied by the same taxation authority on 
either:

– the same taxable entity; or

– different taxable entities, which, in 
each future period in which significant 
amounts of deferred tax liabilities or 
assets are expected to be settled or 
recovered, intend to realise the current 
tax assets and settle the current tax 
liabilities on a net basis or realise and 
settle simultaneously.

(p) Provisions and contingent liabilities

Provisions are recognised for liabilities of 
uncertain timing or amount when the Group 
has a legal or constructive obligation arising as 
a result of a past event, it is probable that an 
outflow of economic benefits will be required 
to settle the obligation and a reliable estimate 
can be made. Where the time value of money is 
material, provisions are stated at the present 
value of the expenditure expected to settle the 
obligation.

Where it is not probable that an outflow of 
economic benefits will be required, or the 
amount cannot be reliably estimated, disclosure 
is made of the contingent liability, unless the 
probability of outflow of economic benefits is 
remote. Possible obligations, whose existence 
will only be confirmed by the occurrence or 
non-occurrence of one or more future events 
are also disclosed as contingent liabilities 
unless the probability of outflow of economic 
benefits is remote.

The main types of provisions are as follows:

(i) Provision for warranties

The Group provides assurance warranty on its 
standard consumer and enterprise products for 
a period typically covering 12 to 24 months.

With effect from January 1, 2018, the Group 
estimates the costs that may be incurred 
under its assurance warranty obligations and 
records a liability in the amount of such costs 
when revenue is recognised. Warranty costs 
generally include spare parts, labour costs and 
service centre support. Factors that affect the 
Group’s warranty liability include the number 
of installed units, historical and anticipated 
rates of warranty claims. The Group periodically 
reassesses its warranty liabilities and adjusts 
the amounts as necessary.

Prior to January 1, 2018, the Group applied 
the above policy to all warranties provided, 
including the warranties classified as service 
warranties under IFRS 15.

(ii) Provision for onerous contracts

A provision for onerous contracts is recognised 
when the expected benefits to be derived by 
the Group from a contract are lower than the 
estimated cost of meeting its obligations under 
the contract. The provision is measured at the 
present value of the lower of the expected cost 
of terminating the contract and the expected 
net cost of continuing with the contract. Before 
a provision is established, the Group recognises 
any impairment loss on the assets associated 
with that contract.

Policy applicable before January 1, 2018

(iii) Provision for product sales

The Group may provide rebates to customers 
and other sales based incentives based on 
contractual agreements or specific incentive 
programmes. The provisions for such incentives 
are estimated, and regularly reviewed, based 
on various factors including, but not limited 
to, contractual terms, customary business 
practices, expected take up rates, expected 
sales volumes, experience of similar contracts, 
and historical experience.
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(q) Revenue

Revenue is income arising from sales of 
products, provision of services or use by others 
of the Group’s properties under leases in the 
ordinary course of the Group’s business.

(i) Revenue from customer contracts

The Group divides its business into three 
operating segments, Carrier Business, 
Enterprise Business and Consumer Business. 
The principal activities of each segment are 
disclosed in Note 7.

The Group applies its revenue accounting 
policies based on the features of the contracts 
and business practices of its business groups.

The Group has applied IFRS 15 from January 1, 
2018 using the cumulative effect method and 
therefore the comparative information has not 
been restated and continues to be reported in 
accordance with IAS 18 Revenue (IAS 18) and IAS 
11 Construction Contracts (IAS 11). The details 
of accounting policies under IAS 18 and IAS 11 
are disclosed separately to the extent that they 
are different from those under IFRS 15 and the 
impact of changes is disclosed in note 4.

Policy applicable from January 1, 2018

Revenue is measured based on the 
consideration the Group expects to be entitled 
to from the contract with the customer and 
excludes those amounts collected on behalf 
of third parties. The Group recognises revenue 
when it transfers control over a product or 
service (or bundle) to a customer.

i. Contract combinations and modifications

The Group combines separate customer 
contracts with the same customer or related 
parties of the same customers entered 
into at or near the same time when those 
contracts are negotiated as a package to 
form a single commercial objective, are 
significantly interdependent in nature or 
contain significant pricing dependencies.

Contract modifications are generally 
treated either as a new separate contract, 
or as a prospective change to an existing 
contract. In the cases when the additional 
or the remaining goods and services are not 
distinct from those transferred before the 
date of modification, typically in the Carrier 
Business and Enterprise Business, the 
modifications are accounted for through a 
cumulative catch-up adjustment.

ii. Performance Obligations (POB)

In the Consumer Business, POBs are 
typically terminal devices, accessories and 
services. In the Carrier Business, there are 
generally more POBs due to the nature of 
the contracts which typically involve sales 
of networking hardware, software and a 
wide range of services. In the Enterprise 
Business where the Group delivers bespoke 
end-to-end solutions, there may in some 
cases only be a few POBs.

iii. Warranties

In the Carrier Business and Enterprise 
Business, customer service warranties, 
except for those related to certain 
Enterprise products, are generally 
recognised as a distinct service for which 
revenue is allocated and recognised over the 
service period. In the Consumer Business, 
warranties provided on terminal devices 
and accessories are generally standard and 
assurance in nature and are accounted for 
as a warranty provision at the time of the 
sale (see note 3(p)).

iv. Timing of revenue recognition

The Group determines at contract inception 
whether it transfers the control of a good or 
service underlying a POB to the customer 
over time or at a point in time. A POB is 
satisfied and related revenue is recognised 
over time, if one of the following criteria is 
met:

■ The customer simultaneously receives 
and consumes the benefits provided by 
the Group’s performance as the Group 
performs;
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■ The Group’s performance creates or 
enhances an asset that the customer 
controls as the asset is created or 
enhanced; or

■ The Group’s performance does not create 
an asset with an alternative use to the 
Group and the Group has an enforceable 
right to payment for performance 
completed to date.

If a POB is not satisfied and the control 
over the related good or service is not 
transferred over time in accordance with the 
above criteria, it is satisfied and revenue is 
recognised at a point in time.

Most Carrier Business contracts include 
multiple POBs for which revenue is 
recognised when the Group transfers control 
of each obligation, either at a point in time 
such as delivery or acceptance, or over 
time as the obligation is being fulfilled or 
the customer obtains control of the goods 
and/or services. Some Carrier Business 
construction contracts represent a single or 
a few POBs for which revenue is recognised 
over the delivery period.

Within the Enterprise Business certain 
solution build contracts constitute a single 
or a small number of POBs for which revenue 
is recognised over the delivery period. For 
the remaining contracts with multiple POBs, 
revenue is recognised as and when control 
related to each obligation is transferred, 
either at a point in time, such as delivery or 
acceptance, or over time, as the obligation 
is being fulfilled and the customer obtains 
control of the goods and/or services.

Sales of terminal devices and accessories 
by the Consumer Business to distribution 
channels are recognised when control of the 
goods has transferred. In most cases, this is 
when the sell-in occurs; however, in a limited 
number of cases, this is when the goods are 
sold to the second tier distribution channels 
or end-users.

v. Variable consideration

Revenue is measured at the fair value of 
the consideration received or receivable, 
adjusted at contract inception for penalties, 
price concessions, returns, trade discounts, 
volume rebates and other sales incentives, 
such as coupons, provided that the level of 
expected return of goods, volume rebates 
and other incentives given can be estimated 
reliably and that revenue is only recognised 
to the extent that it is highly probable 
that a significant reversal in the amount 
of cumulative revenue recognised will not 
occur. When making an estimate for variable 
consideration, the Group considers several 
factors, including but not limited to, contract 
commitments, business practices, historical 
experience, customer take-up rates, and 
expected purchase volumes.

vi. Significant financing component

In the Carrier Business and Enterprise 
Business, payments are generally received 
according to the payment milestones set 
out in the contracts before or after the 
obligations are fulfilled, usually including 
advance payments, delivery payments and 
completion payments. In the Consumer 
Business and certain business units under 
the Enterprise Business, advance payments 
are commonly received. Advance payments 
are usually received less than one year 
ahead of satisfaction of a performance 
obligation.

The amount of consideration in a sales 
contract is adjusted for the existence of 
significant financing in determining the 
transaction price only when the payment 
terms exceed one year in duration between 
performance and payment.

  2018 Annual Report        85



The Group recognises interest income where 
payment is received more than one year in 
arrears of satisfaction of a performance 
obligation, reflecting a deemed lending of 
cash to a customer. Such interest income 
is presented in finance income. The 
consideration attributable to other goods 
and services in the contract is reduced by 
a corresponding amount and is included 
within revenue.

The Group adopts the practical expedient 
under IFRS 15 and does not account for the 
significant financing components where the 
Group anticipates at contract inception that 
the timing difference between transfer of 
control of a good or service to a customer, 
and the customer paying for that good or 
service will be one year or less.

vii. Stand-alone selling prices (SSP)

The transaction price of a contract with 
a customer is allocated to each POB in 
proportion to its SSP. The Carrier Business 
and Enterprise Business primarily use 
estimated SSP and the Consumer Business 
uses directly observable SSP.

Within the Carrier Business and the 
Enterprise Business, the Group establishes 
the SSP for products mainly using an 
average price approach by product category. 
Average price of a product is calculated 
with reference to the historical stand-alone 
product sale transactions for the product 
and the product category is determined 
with reference to the product family and 
geographical region.

For services that are regularly sold on a 
stand-alone basis, most of such services are 
customised and priced on a project basis, 
therefore the transaction prices generally 
reflect the SSP. For the services where an 
observable transaction price is unavailable 
such as the services sold in a bundle with 
products, the Group determines the SSP 
using a cost-plus approach, taking into 

account several factors, including but not 
limited to, labour cost, competition, and 
company business strategy.

When a significant discount is granted and is 
specifically attributable to one or more POBs 
that discount is allocated to the identified 
POB(s) if the allocation reflects the Group’s 
regular sales pattern. In all other cases the 
discount is allocated to the contract overall.

viii. Contract costs

Certain acquisition costs (those paid to 
acquire a contract such as commission) and 
fulfilment costs (those incurred to deliver 
services to customers) are capitalised and 
recognised, to the extent that the costs are 
recoverable, over the period of expected 
benefit, which is generally the associated 
revenue contract duration.

Costs of obtaining a contract are expensed 
as incurred where the amortisation period of 
the asset that would have been recognised 
is one year or less.

The Group recognises a contract cost 
impairment when the carrying amount 
of unamortised contract costs exceeds 
the difference between the remaining 
consideration expected and the associated 
costs relating to providing those goods and 
services under the contract.

ix. Contract assets and liabilities

When revenue is recognised under a 
contract with a customer before the Group 
becomes unconditionally entitled to the 
consideration under the relevant payment 
terms of the contract, a contract asset is 
recognised. Contract assets are reclassified 
to trade receivables when the right to 
consideration becomes unconditional.

When consideration is received (or the right 
to consideration is unconditional) before the 
related revenue is recognised, a contract 
liability is recognised.
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For a single contract with the customer, 
either a net contract asset or a net contract 
liability is presented. For multiple contracts, 
contract assets and contract liabilities of 
unrelated contracts are not presented on a 
net basis.

Trade receivables are recognised when 
the right to consideration under a revenue 
contract becomes unconditional, regardless 
of the billing date.

x. Refund liabilities

A refund liability, such as the accrued 
rebates to customers and other sales-based 
incentives granted, is recognised when 
the Group receives consideration from the 
customer and expects to refund some or 
all of that consideration to the customer. 
Refund liabilities are presented in “other 
liabilities” in the consolidated statement of 
financial position.

Policy applicable before January 1, 2018

Revenue from sale of goods is recognised when 
the significant risks and rewards of ownership 
of goods have been transferred to the buyer. 
Revenue from the provision of services is 
recognised at the time when the services are 
provided. No revenue is recognised if there are 
significant uncertainties regarding the recovery 
of the consideration due, associated costs or 
the return of goods. Revenue excludes value 
added tax or other sales taxes and is after 
deduction of any trade discounts, sales rebates 
and incentives.

(ii) Rental income from operating leases

Rental income receivable under operating 
leases is recognised in profit or loss in equal 
instalments over the periods covered by 
the lease term, except where an alternative 
basis is more representative of the pattern 
of benefits to be derived from the use of the 
leased asset. Lease incentives granted are 
recognised in profit or loss as an integral part 
of the aggregate net lease payments receivable. 
Contingent rentals are recognised as income in 
the accounting period in which they are earned.

(r) Government grants

Grants that are unconditional and compensate 
the Group for expenses incurred are recognised 
directly in profit or loss as other income when 
the grants become receivable. Grants that 
compensate the Group for expenses incurred 
which are conditional are initially recognised as 
deferred income in the statement of financial 
position at fair value, and are then recognised in 
profit or loss as other income when government 
acceptance documents are obtained, indicating 
that the conditions associated with the grants 
are fully satisfied.

Grants that compensate the Group for the cost 
of an asset are recognised as deferred income 
and consequently are effectively recognised 
in profit or loss on a systematic basis over the 
useful life of the asset.

(s) Translation of foreign currencies

(i) Foreign currency transactions

Foreign currency transactions during the year 
are translated to the respective functional 
currencies of group entities at the foreign 
exchange rates ruling at the transaction dates. 
Monetary assets and liabilities denominated 
in foreign currencies are translated to the 
functional currency at the foreign exchange 
rates ruling at the end of the reporting period. 
Exchange gains and losses are recognised in 
profit or loss.

Non-monetary assets and liabilities that 
are measured in terms of historical cost in 
a foreign currency are translated using the 
foreign exchange rates ruling at the transaction 
dates. Non-monetary assets and liabilities 
denominated in foreign currencies that are 
stated at fair value are translated using the 
foreign exchange rates ruling at the dates the 
fair value was measured.
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(ii) Foreign operations

The results of foreign operations, except 
for foreign operations in hyperinflationary 
economies, are translated into the presentation 
currency of the Group (CNY) at the exchange 
rates approximating the foreign exchange 
rates ruling at the dates of the transactions. 
Statement of financial position items are 
translated into CNY at the closing foreign 
exchange rates at the end of the reporting 
period. The resulting exchange differences 
are recognised in other comprehensive 
income and accumulated separately in equity 
in the translation reserve. If the operation 
is a non-wholly-owned subsidiary, then the 
relevant proportionate share of the translation 
difference is allocated to the non-controlling 
interests.

The results and financial position of foreign 
operations in hyperinflationary economies are 
translated to CNY at the exchange rates ruling 
at the end of the reporting period. Prior to 
translating the financial statements of foreign 
operations in hyperinflationary economies, their 
financial statements for the current year are 
restated to account for changes in the general 
purchasing power of the local currencies. The 
restatement is based on relevant price indices 
at the end of the reporting period.

When a foreign operation is disposed of in 
its entirety or partially such that control, 
significant influence or joint control is lost, the 
cumulative amount in the translation reserve 
related to that foreign operation is reclassified 
to profit or loss as part of the gain or loss on 
disposal.

(t) Borrowing costs

Borrowing costs that are directly attributable to 
the acquisition, construction or production of 
an asset which necessarily takes a substantial 
period of time to get ready for its intended use 
or sale are capitalised as part of the cost of that 
asset. Other borrowing costs are expensed in 
the period in which they are incurred.

4 Changes in significant accounting 
policies

The following new standards which are effective 
from January 1, 2018 led to changes in the Group’s 
significant accounting policies.

■ IFRS 15 Revenue from Contracts with Customers

■ IFRS 9 Financial Instruments

■ IFRIC 22 Foreign Currency Transactions and Advance 

Consideration (IFRIC 22)

IFRS 15 establishes a comprehensive framework for 
determining whether, how much and when revenue 
is recognised. It replaced IAS 18, IAS 11 and related 
interpretations.

IFRS 9 introduces new requirements on the 
classification and measurement (including the 
impairment) of financial assets. It replaced IAS 39 
Financial Instruments: Recognition and Measurement 
(IAS 39) .

The main impacts of IFRS 15 and IFRS 9 on the Group’s 
summary consolidated financial statements are 
disclosed in the tables below.

IFRIC 22 establishes that the transaction date 
for advance consideration received or paid is the 
date of initial recognition, and the amounts are not 
subsequently re-measured. The adoption of this 
interpretation has not had a material impact on the 
Group’s financial statements.
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Effects of the adoption of IFRS 15 and IFRS 9
The following table gives a summary of the opening balance adjustments recognised for each line item in the 
summary consolidated statement of financial position that has been impacted by IFRS 15 and 9:

(CNY million)

At December 
31, 2017

Impact 
on initial 

application 
of IFRS 15 – 

pre tax

Impact 
on initial 

application 
of IFRS 9 – 

pre tax

Related tax
At January 

1, 2018

(Note 4(A)) (Note 4(B))

Goodwill and intangible assets 5,327 – – – 5,327
Property, plant and equipment 56,089 – – – 56,089
Long-term leasehold prepayments 5,152 – – – 5,152
Interests in associates and joint 

ventures
750 – – – 750

Other investments, including 
derivatives

5,965 – 316 – 6,281

Deferred tax assets 18,565 – – 649 19,214
Trade and bills receivable 2,451 – (2) – 2,449
Other assets 5,665 – – – 5,665

Non-current assets 99,964 – 314 649 100,927

Inventories and other contract 
costs

72,352 (5,420) – – 66,932

Contract assets – 19,728 (370) – 19,358
Trade and bills receivable 107,595 484 1,207 – 109,286
Other assets 25,371 1 38 (6) 25,404
Other investments, including 

derivatives
24,596 – – – 24,596

Cash and cash equivalents 175,347 – – – 175,347

Current assets 405,261 14,793 875 (6) 420,923
 

Total assets 505,225 14,793 1,189 643 521,850
 

Equity attributable to equity 
holders of the Company

175,585 (3,904) 1,186 636 173,503

Non-controlling interests 31 (37) 3 (1) (4)

Total equity 175,616 (3,941) 1,189 635 173,499
 

Loans and borrowings 38,338 – – – 38,338
Deferred government grants 1,340 – – – 1,340
Deferred tax liabilities 1,471 – – (43) 1,428
Other liabilities 1,702 – – – 1,702

Non-current liabilities 42,851 – – (43) 42,808
 

Loans and borrowings 1,587 – – – 1,587
Employee benefits 91,857 – – – 91,857
Income tax payable 4,390 – – 34 4,424
Trade and bills payable 72,866 – – – 72,866
Contract liabilities – 52,184 – – 52,184
Other liabilities 95,825 (23,243) – 17 72,599
Provisions 20,233 (10,207) – – 10,026

Current liabilities 286,758 18,734 – 51 305,543
 

Total liabilities 329,609 18,734 – 8 348,351
 

Total equity and liabilities 505,225 14,793 1,189 643 521,850
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A. IFRS 15

As a result of the changes in accounting policies set 
out in note 3(p) and (q):

(i) for the Carrier Business and Enterprise Business, 
the transfer of control of goods and services is in 
many cases earlier than the passing of significant 
risks and rewards. Accordingly, the recognition of 
revenue and contract assets of CNY12,176 million 
has been accelerated to accounting periods 
prior to January 1, 2018 together with associated 
costs of CNY5,543 million to reflect the earlier 
de-recognition of inventories. The net impact 
before tax on equity attributable to equity holders 
of the Company and NCI at January 1, 2018 is an 
increase of CNY6,631 million and CNY2 million, 
respectively.

(ii) warranty provisions of CNY4,477 million previously 
recorded as at December 31, 2017 have been 
derecognised and contract liabilities of CNY15,100 
million have been recognised at January 1, 2018 
to reflect the deferral of revenue related to the 
unexpired portion of service warranties. The net 

impact before tax on equity attributable to equity 
holders of the Company and NCI at January 1, 2018 
is a reduction of CNY10,584 million and CNY39 
million, respectively.

(iii) the following changes in presentation of current 
assets and liabilities were made at January 1, 2018:

■ Certain trade receivables for which the Group’s 
entitlement to the consideration is conditional 
on achieving certain milestones, have been 
reclassified from “trade and bills receivable” to 
“contract assets”;

■ Advances received from customers and 
liabilities accrued for unperformed obligations, 
which were previously included in “other 
liabilities”, are now included in “contract 
liabilities”;

■ Accrued rebates to customers and other 
sales-based incentives, which were previously 
included in “provisions” as provision for product 
sales, are now included in refund liabilities 
under “other liabilities”.

The following tables summarise the impact of adopting IFRS 15 on the Group’s summary consolidated statement 
of profit or loss and OCI for the year ended December 31, 2018 and its summary consolidated statement of 
financial position as at December 31, 2018 for each of the line items affected. There was no impact on the Group’s 
statement of cash flows for the year ended December 31, 2018.

Impact on the summary consolidated statement of profit or loss and OCI

(CNY million)

As reported, 
after adoption 

of IFRS 15
Adjustments

Amounts without 
adoption of 

IFRS 15

For the year ended December 31, 2018

Revenue 721,202 (7,411) 713,791

Cost of sales (443,031) 2,794 (440,237)

Selling and administrative expenses (105,199) (359) (105,558)

Others (99,326) – (99,326)
Income tax (14,301) 764 (13,537)

Profit for the year 59,345 (4,212) 55,133

Other comprehensive income 430 (34) 396

Total comprehensive income 59,775 4,246 55,529
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Impact on the summary consolidated statement of financial position

(CNY million)

As reported, 
after adoption 

of IFRS 15
Adjustments

Amounts without 
adoption of 

IFRS 15

December 31, 2018
Assets

Deferred tax assets 17,257 (1,368) 15,889

Contract assets 48,276 (48,276) –

Trade and bills receivable 95,583 26,397 121,980

Inventories and other contract costs 96,545 7,807 104,352
Others 408,131 – 408,131

Total assets 665,792 (15,440) 650,352
 

Equity

Equity attributable to equity holders 
 of the Company

232,658 (924) 231,734

Non-controlling interests 407 (41) 366

Total equity 233,065 (965) 232,100
 

Liabilities

Deferred tax liabilities 1,937 (432) 1,505

Income tax payable 4,191 (754) 3,437

Contract liabilities 58,278 (58,278) –

Other liabilities 91,844 40,763 132,607

Provisions 10,244 4,226 14,470
Others 266,233 – 266,233

Total liabilities 432,727 (14,475) 418,252
 

Total equity and liabilities 665,792 (15,440) 650,352
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B. IFRS 9 

As a result of the changes in accounting policies set out in note 3(e) and (k), the adoption of IFRS 9 resulted in the 
following significant reclassification, re-measurement and impairment adjustments as at January 1, 2018:

(CNY million) December 31, 2017 Reclassification Re-measurement Impairment January 1, 2018

Trade and bills receivable (i):

– Loans and receivables/at AC 110,046 (7,754) – 1,270 103,562

– At FVOCI – 7,754 (65) – 7,689

Total 110,046 – (65) 1,270 111,251
 

Cash and cash equivalents (ii):

– Loans and receivables/at AC 155,349 – – – 155,349

– Available-for-sale 19,998 (19,998) – – –

– At FVPL – 19,998 – – 19,998

Total 175,347 – – – 175,347
 

Other investments, including 

derivatives (iii):

Investment funds

– Loans and receivables/at AC 3,000 – – – 3,000

– Available-for-sale 18,530 (18,530) – – –

– Held-for-trading 27 (27) – – –

– At FVPL – 18,557 – – 18,557

Sub total 21,557 – – – 21,557
 

Debt securities

– Available-for-sale 6,313 (6,313) – – –

– At FVOCI – 6,313 – – 6,313

Sub total 6,313 – – – 6,313
 

Fixed deposits

– Loans and receivables/at AC 2,039 – – – 2,039
 

Equity securities

– Available for sale 652 (652) – – –

– At FVPL – 151 297 – 448

– At FVOCI – 501 19 – 520

Sub total 652 – 316 – 968
 

Total 30,561 – 316 – 30,877

Other financial assets included 

in other assets (i):

– Loans and receivables/at AC 11,480 – – 38 11,518
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(i) Trade and bills receivable

Trade receivables of CNY7,754 million which were 
subject to reverse factoring arrangements at 
December 31, 2017 and were previously held at 
amortised cost (loans and receivables) have been 
reclassified to FVOCI as they were held within a 
business model whose objective is to realise cash 
through the collection of contractual cash flows 
and through sale. A reduction in carrying value of 
CNY65 million arose on re-measurement to fair 
value.

(ii) Cash and cash equivalents

Cash equivalents (money market funds) totalling 
CNY19,998 million were assessed as not giving 
rise to cash flows that were solely payments of 
principal and interest and were transferred from 
the available-for-sale category to FVPL. All are 
either on demand or have short dated maturities 
with immaterial risk of changes in value.

(iii) Other investments, including derivatives

Most of the investment funds are money market 
funds and wealth management products which 
do not give rise to cash flows which are solely 
principal and interest and were therefore 
reclassified from the available-for-sale category 
to FVPL. Debt securities held to collect but also for 
sale that give rise to cash flows which are solely 
principal and interest were reclassified from the 
available-for-sale category to FVOCI.

The Group has reclassified its equity investments 
from the available-for-sale category to FVPL and, 
where the investments are considered strategic 
to its business, to FVOCI. Some of these equity 
investments, which were previously measured 
at cost as permitted by IAS 39, have been 
re-measured to the Group’s best estimate of their 
fair values.

(iv) Impairment

The Group has re-measured the impairment losses 
on trade receivables and other financial assets 
measured at amortised cost to reflect its estimate 
of expected losses, which has led to reductions 
in the impairment loss on trade receivables of 
CNY1,270 million and on other financial assets of 
CNY38 million, respectively. The reduction in the 
loss allowances reflects refinements in the Group’s 
estimates.

As IFRS 9 requires impairment on FVOCI assets to 
be recognised in profit or loss, the relevant equity 
items have been adjusted by CNY38 million at 
January 1, 2018.

Contract assets arising from the application of IFRS 
15 (see note 4A above) as at January 1, 2018 were 
assessed for impairment under the Group’s ECL 
model resulting in additional allowances totaling 
CNY370 million.

(v) Equity

The total impact of the re-measurement of assets 
and impairment under IFRS 9 was CNY1,189 million 
which has been included as an adjustment to 
equity on January 1, 2018. The impact on NCI was 
not material.

5 Accounting judgements and 
estimates

(a) Accounting judgements

(i) Revenue recognition

Revenue is recognised when control of a 
good or service is transferred to a customer 
as disclosed in note 3(q). To determine the 
satisfaction of performance obligations the 
Group applies the following judgements:

■ Where revenue is recognised over time, 
the Group primarily uses the output 
method to measure progress; in limited 
business units, the input method is 
adopted when the Group is unable to 
reasonably measure the outcome of a 
performance obligation. Judgements 
applied when using the output method 
include assessing progress and 
milestones achieved and determining if 
that represents the value of goods and/
or services delivered to the customer to 
date. Judgements applied when using 
the input method include determining if 
consumption of the resources relative 
to the total expected amount faithfully 
depicts the transfer of control of 
goods and/or services promised to the 
customer.

■ Where revenue is recognised at a point in 
time, the Group assesses the transfer of 
control by reference to the contractual 
terms and the circumstance of the 
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arrangements including a consideration 
of past business practice. These include 
having a legal right to payment, title has 
passed, the customer has the risks and 
rewards of ownership, or the customer 
is using the asset to generate value for 
themselves.

■ For sales to distribution channels, 
judgement is also applied in determining 
when the control of the goods is 
transferred to distributors. These 
judgements consider several external 
and internal factors including, but not 
limited to, market conditions, product 
life cycles, distributor sales, competitive 
conditions and the extent to which 
the Group has continuing managerial 
involvement over the goods after their 
delivery.

(ii) Contract modification

The Group applies judgements in 
determining whether a contract modification 
should be treated as a new contract or a 
prospective change to an existing contract, 
or accounted for through a cumulative 
catch-up adjustment to revenue, by 
considering the nature of the goods and 
services, and sales price data.

The Group judges a contract modification 
as a separate contract when the increase in 
contract scope is due to additional distinct 
promised goods or services and the price 
increases reflect the SSP of such goods or 
services plus any appropriate adjustments. 
Otherwise, a contract modification is judged 
as a prospective change to an existing 
contract when the remaining goods or 
services are distinct from those transferred 
before the date of the modification, or 
accounted for as cumulative catch-up 
adjustment to the revenue when the new or 
remaining goods or services are not distinct 
from those transferred.

(iii) Capitalisation of contract costs

Contract cost assets are recognised for both 
contract acquisition and contract fulfilment 
costs when certain criteria are met (see 
Note 3(q)(viii)). Judgement is applied to 
determine if certain contract costs should 

be recognised as an asset based on factors 
such as the nature of the costs and how the 
costs are expected to be recovered.

For contract acquisition costs, the Group 
judges if those costs are incremental to 
obtaining a single or group of contracts.

For contract fulfilment costs, the Group 
judges if those costs relate directly to a 
contract that can be specifically identified, 
if those costs generate or enhance 
resources that will be used in satisfying 
future performance obligations, and if those 
costs are expected to be recovered.

(b) Sources of estimation uncertainty

Key sources of estimation uncertainty are as 
follows:

(i) Revenue recognition

To determine the transaction price and 
the amounts allocated to performance 
obligations the Group applies the following 
estimation:

■ Variable consideration is estimated 
using the most likely amount or expected 
value based on the nature of the 
specific consideration and the analysis 
of relevant contract terms, taking into 
consideration historical, current and 
expected information.

■ SSP is determined using observable 
evidence of sales prices, where available. 
In a number of cases statistical analysis 
is used to identify the historical price 
a product/service has been sold for as 
its SSP. Where observable evidence is 
not available, SSP is estimated using 
multiple inputs (see note 3(q)(vii)). SSP 
is monitored regularly to ensure they 
remain appropriate.

■ Obligations for returns and refunds are 
judged based on estimates made from 
historical information associated with 
similar products and anticipated rates of 
claims for the products.

■ The collectability of a consideration is 
estimated at contract inception, based 
on the Group’s assessment on the 
customer’s ability and intention to pay 
when due.
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The above estimation is inherent in revenue 
recognition and revenue may materially 
change if management’s estimation were to 
change or to be found inaccurate.

(ii) Impairment of trade receivables and 
contract assets

The credit risk of customers is regularly 
assessed with a focus on the customer’s 
ability and willingness to pay, reflected 
by the Group’s estimation of the expected 
credit loss allowance on trade receivables 
and contract assets. The Group estimates 
expected credit loss by assessing the 
loss that will be incurred given customer 
default based on past payment experience 
and adjusted by the cash flow expected 
from collateral or credit risk mitigation 
received where these are considered to be 
integral to the asset, and by assessing the 
probability of default taking into account 
information specific to the customer as well 
as pertaining to the country and economic 
environment in which the customer 
operates. From January 1, 2018 the estimate 
also incorporates forward looking data.

Impairment is assessed on an individual 
basis for trade receivables and contract 
assets meeting pre-determined criteria, 
including customers in financial difficulties, 
and contracts with risk mitigation 
arrangements or significant financing 
arrangements etc. Apart from receivables 
and contract assets that have been 
assessed and provided for individually, 
allowances are estimated using provision 
matrices by management with reference to 
the customers’ credit risk ratings and aging 
analysis of the remaining trade receivable 
and contract asset balances. Different 
provision matrices have been developed 
by the Group based on different customer 
groups which indicate different risk 
characteristics.

If the financial condition of customers were 
to deteriorate or improve, or actual future 
economic performance is different to the 
Group’s estimates, additional allowances or 
reversals may be required in future periods.

(iii) Net realisable value of inventories

The net realisable value of inventories is 
the estimated selling price in the ordinary 
course of business, less the estimated 
costs of completion and the estimated 
costs necessary to make the sale. These 
estimates are based on the current market 
condition and the historical experience of 
distributing and selling products of similar 
nature. They could change significantly as a 
result of competitor actions in response to 
severe industry cycles or other changes in 
market condition. Management will reassess 
the estimations at the end of each reporting 
period.

(iv) Depreciation and amortisation

Property, plant and equipment are 
depreciated on a straight-line basis over 
the estimated useful lives, after taking 
into account the estimated residual value. 
Intangible assets with finite useful life are 
amortised on a straight-line basis over the 
estimated useful lives. Both the period and 
method of depreciation and amortisation 
are reviewed annually. The depreciation and 
amortisation expense for future periods is 
adjusted if there are significant changes, 
such as operational efficiency or changes in 
technologies, from previous estimates.

(v) Impairment losses of long-lived 
assets

The carrying amounts of long-lived 
assets (including goodwill) are reviewed 
periodically in order to assess whether the 
recoverable amounts have declined below 
the carrying amounts. In order to determine 
the recoverable amount, the Group uses 
assumptions and develops expectations, 
which requires significant judgement. The 
Group uses all readily available information 
in determining an amount that is a 
reasonable approximation of recoverable 
amount, including estimates based on 
reasonable and supportable assumptions 
and projections of production volume, sales 
price, amount of operating costs, discount 
rate and growth rate.
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(vi) Income tax

The Group is subject to income taxes in 
various jurisdictions. Significant judgement 
is required in determining the Group’s 
provision for income taxes. There are many 
transactions and computations for which 
the ultimate tax determination is uncertain 
during the ordinary course of business. 
The Group recognises liabilities based 
on estimates of whether additional taxes 
will eventually be due. Where the final tax 
outcome of these matters is different from 
the amounts that were initially recorded, 
such differences will impact current and 
deferred tax liabilities and the taxation 
charge for the year.

(vii) Provision for warranties

As explained in note 29(b), the Group 
makes provision for assurance warranties 
in respect of its Consumer Business and 
certain Enterprise Business products (prior 
to January 1, 2018, for the warranties in 
respect of all its products), taking into 
account the Group’s recent claim experience 
and anticipated claim rates for respective 
products. As the Group is continually 
upgrading its product designs and launching 
new models, it is possible that the recent 
claim experience is not indicative of future 
claims that it will receive in respect of 
past sales. Any increase or decrease in the 
provision would affect profit or loss in future 
years.

(viii) Other provisions

The Group makes provisions for onerous 
contracts, outstanding litigations and claims 
based on project budgets, contract terms, 
available knowledge, legal advice and past 
experience. The Group recognises provisions 
to the extent that it has a present legal or 
constructive obligation as a result of a past 
event; that it is probable that an outflow 
of resources will be required to settle the 
obligation; and that the amount can be 
reliably estimated. Judgement is required 
in making such estimates and the ultimate 
outcome may be different.

(ix) Deferred tax asset

The Group considers the key source of 
estimation uncertainty lies in recognition of 
deferred tax assets from unused tax losses 
and deductible temporary differences. As 
explained in note 3(o), all deferred tax assets 
to the extent that it is probable that future 
taxable profits will be available against 
which they can be utilised, are recognised. 
It is possible that adverse changes to 
the operating environment or the Group’s 
organisation structure could result in a 
future write-down of the deferred tax assets 
recognised.

6 Possible impact of amendments, 
new standards and 
interpretations issued but not 
yet effective for the year ended 
December 31, 2018

The International Accounting Standards Board 
(IASB) has issued a number of new standards and 
amendments which will affect the financial statements 
in subsequent accounting periods.

The most relevant to the Group is IFRS 16, Leases 
(IFRS 16), effective for annual periods beginning on 
or after January 1, 2019. IFRS 16 will affect how the 
Group accounts for leasing transactions as lessee. 
The main change is that the Group will recognise 
assets in respect of its rights to use assets held 
under leases currently classified as operating leases, 
and liabilities for its obligations to make payments 
under such leases. The assets will be subject to 
depreciation and impairment where appropriate, and 
an interest expense will be reflected on the recognised 
liabilities. As allowed by IFRS 16, the Group will adopt 
the practical expedient for not applying the new 
accounting model to leases with a lease term ending 
within 12 months as at January 1, 2019.

Based on the current assessment, the Group expects 
to recognise right-of-use assets of approximately 
CNY7.0 billion and lease liabilities of approximately 
CNY6.8 billion respectively as at January 1, 2019. The 
effect on profit or loss is expected to be immaterial.

The Group plans to use the modified retrospective 
approach, with the cumulative effect of adoption of 
IFRS 16 recognised as an adjustment to the opening 
balance of equity and no restatement of comparative 
information.
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7 Segment information
Operating segments are determined based on the 
types of customers, products and services provided, 
as well as the Group’s organisation structure, 
management requirement and reporting system. 
The Group divides its business into three operating 
segments:

Carrier Business

The Carrier Business provides a series of products, 
services and business solutions encompassing 
wireless network, fixed network, cloud core network, 
carrier software, IT infrastructure, network energy, 
professional services, and network rollout services, for 
global telecom carriers.

Enterprise Business

The Enterprise Business builds a digital infrastructure 
platform by using new ICT technologies such as 
cloud computing, software-defined networking, big 
data and Internet of Things to provide products and 
services that help industries (such as government, 
public utilities, finance, energy, transport, and 
manufacturing) go digital.

Consumer Business

The Consumer Business provides smartphones, 
tablets, wearable devices, converged home devices, 
as well as the applications on these devices for 
consumers and businesses.

There are no inter-segment transactions. The financial 
information of the different segments is regularly 
reviewed by the Group’s most senior executive 
management for the purpose of resource allocation 
and performance assessment. During the year, the 
classification for certain products among operating 
businesses was changed. Comparative figures have 
been adjusted to reflect the current year presentation.

Revenue information in respect of 
business segments

(CNY million) 2018 2017

Carrier 294,012 297,838

Enterprise 74,409 60,091

Consumer 348,852 240,372

Unallocated items 3,929 5,320

Total 721,202 603,621

Revenue information in respect of 
geographical segments

(CNY million) 2018 2017

China 372,162 312,532

Europe, the Middle 
East and Africa 
(EMEA)

204,536 164,603

Asia Pacific 81,918 71,199

Americas 47,885 39,470

Others 14,701 15,817

Total 721,202 603,621

8 Revenue

(CNY million) 2018 2017

Revenue from 
contracts with 
customers

720,940 603,391

Rental income 
(note 30(b))

262 230

721,202 603,621

Revenue from contracts with customers is 
disaggregated by timing of revenue recognition as 
follows:

(CNY million) 2018 2017

Revenue from 
contracts with 
customers

– Recognised at a  
 point in time

608,092 516,651

– Recognised over  
 time

112,848 86,740

720,940 603,391

The Group has initially applied IFRS 15 using the 
cumulative effect method. Under this method, the 
comparative information is not restated in accordance 
with the revised policies and was prepared in 
accordance with IAS 18 and IAS 11.

Further disaggregation of revenue by business and 
geography is set out in Note 7.

The amount of revenue recognised for the year ended 
December 31, 2018 from POBs satisfied (or partially 
satisfied) in previous years amounted to CNY1,084 
million. The revenue was constrained in prior years as 
the relevant customers are high credit risk rated and 
the collectability of sales consideration was estimated 
to be low.
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Transaction price allocated to remaining performance obligations

As at December 31, 2018, the aggregated amount of transaction price allocated to the remaining performance 
obligations under the Group’s existing customer contracts is CNY94,449 million. This amount mainly represents 
the remaining performance obligations under the Group’s Carrier Business contracts. The Group will recognise the 
revenue in future when control of the corresponding service or product is transferred to the customer as stipulated 
in note 3(q). 65% of the amount is expected to occur over the next year, while 35% is expected to occur in the years 
that follow. The amounts disclosed above do not include any estimated amounts of variable consideration that are 
constrained.

The Group has applied the practical expedient in paragraph 121 of IFRS 15 and does not disclose information about 
remaining performance obligations that have original expected durations of one year or less.

Revenue is recognised when a performance obligation is satisfied in accordance with the accounting policies in 
note 3(q). The timing of payment from customers relative to revenue recognition generates either contract assets 
or trade receivables for payments received in arrears or contract liabilities for payments received in advance.

Contract assets and contract liabilities are presented in notes 21 and 27 respectively.

9 Other income, net

(CNY million) Note 2018 2017

Factoring expenses (1,269) (436)
Loss on continuing involvement arrangements – (316)
Government grants (i) 1,545 1,178
Impairment loss on intangible assets and goodwill (85) –
Net gain/(loss) on disposal of property,  

plant and equipment and intangible assets
(ii) 750 (118)

Gain on deemed disposal of a joint venture 33(c) 269 –
Others 614 305

1,824 613

(i) During the year ended December 31, 2018, the Group received unconditional government grants of CNY969 
million (2017: CNY671 million) which were directly recognised as other income. The majority of the grants are in 
respect of the Group’s contributions to the development of research and innovation.

During the year ended December 31, 2018, the Group received government grants of CNY444 million (2017: 
CNY326 million) which were conditional upon completion of certain research and development projects. These 
grants were initially recognised in the consolidated statement of financial position as deferred income and 
were recognised in profit or loss as other income when government acceptance documents were obtained. 
During the year ended December 31, 2018, conditional government grants of CNY576 million (2017: CNY507 
million) were recognised in profit or loss.

(ii) The amount for the year ended December 31, 2018 mainly comprises the gain on sales of patents to a third 
party.

10  Personnel expenses

(CNY million) 2018 2017

Salaries, wages and other benefits 112,403 106,851
Time-based unit plan (TUP) 16,906 17,155
Post-employment plans and others
– Defined benefit plan 3,771 3,665
– Defined contribution plans and others 13,504 12,614

17,275 16,279

146,584 140,285
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TUP

TUP is a profit-sharing and bonus plan based on employee performance for all eligible employees (recipients) in 
the Group. Under TUP, time-based units (TBUs) are granted to recipients for a period of five years which entitle 
them to receive an annual cash incentive based on an annual profit-sharing amount and a cumulative end-of-term 
appreciation amount. Both the annual profit-sharing and the end-of-term appreciation amount are determined 
at the discretion of the Group. Recipients will receive the pay-out of the annual profit-sharing amount in each of 
the next fiscal year during the five-year period. TBUs expire either at the end of the five-year period or on the date 
recipients leave the Group’s employment, when the end-of-term appreciation amount will be paid.

Defined contribution plans

The Group contributes to defined contribution retirement plans for eligible employees. The plans are managed 
either by the government in the countries where the employees are employed, or by independent trustees. 
Contribution levels are determined by the relevant laws and regulations concerned.

11  Finance income and expenses

(CNY million) Note 2018 2017

Interest income on financial assets measured   

 at amortised cost

– deposits and cash equivalents 4,768 3,393 

– other financial assets 324 692

Interest income on financial assets measured at 
FVOCI

407 –

Net gains on disposal of financial assets  
measured at FVOCI

13(b) 1 –

Net gains on non-derivative financial assets 
mandatorily measured at FVPL

312 –

Dividend income on other investments 713 209

Gain on disposal of available-for-sale  
financial assets measured at fair value

13(b) – 7

Finance income 6,525 4,301

Interest expenses on loans and borrowings (2,857) (2,169)

Interest cost on employee benefit obligations (1,118) (708)

Other interest expenses (230) (773)

Net foreign exchange loss (2,031) (1,080)

Impairment loss on debt securities measured at 
FVOCI and other financial assets measured at 
amortised cost

(8) –

Bank charges (28) (124)

Loss on other financial instruments – (20)

Finance expenses (6,272) (4,874)

Net finance income/(expenses) 253 (573)

No borrowing costs were capitalised during the year ended December 31, 2018 (2017: Nil).
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12  Income tax in the consolidated statement of profit or loss and other 
comprehensive income

Charge for the year

(CNY million) 2018 2017

Current tax

Provision for the year 10,909 8,873

Under provision in respect of prior years 1,153 1,289

12,062 10,162

Deferred tax 2,239 (1,489)

14,301 8,673

13  Other comprehensive income

(a) Tax effects relating to each component of other comprehensive income

2018 2017
  

(CNY million)

Before-tax 
amount

Tax benefit/
(expense)

Net-of-tax 
amount

Before-tax 

amount

Tax benefit/

(expense)

Net-of-tax 

amount

Remeasurement of defined 
benefit obligations

– The Group (816) 50 (766) 773 (58) 715

Net change in the fair value of 
equity investments at FVOCI

(78) 12 (66) – – –

Net change in the fair value and 
impairment loss of non-equity 
financial assets at FVOCI

– The Group 35 1 36 – – –

– Share of associates and joint 
ventures

(9) – (9) – – –

26 1 27 – – –

Net change in the fair value of 
available-for-sale investments

– The Group – – – 98 (13) 85

– Share of associates and joint 
ventures

– – – 7 – 7

– – – 105 (13) 92

Translation differences on 
foreign operations

– The Group 1,247 – 1,247 (1,674) – (1,674)

– Share of associates and joint  
ventures

(12) – (12) 12 – 12

1,235 – 1,235 (1,662) – (1,662)

367 63 430 (784) (71) (855)
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(b) Components of other comprehensive income, including reclassification adjustments

(CNY million) 2018 2017

Net change in the fair value and impairment loss of financial assets 
measured at FVOCI:

Changes in fair value recognised during the year (52) –

Reclassification adjustments for amounts transferred to  
profit or loss:

– Gain on derecognition (note 11) (1) –

Loss allowances recognised during the year 1 –

Net deferred tax credited to other comprehensive income 13 –

Net change in the fair value of available-for-sale investments:

Changes in fair value recognised during the year – 112

Reclassification adjustments for amounts transferred to  
profit or loss:

– Gain on derecognition (note 11) – (7)

Net deferred tax charged to other comprehensive income – (13)

Net movement in the fair value reserve during the year (39) 92

(CNY million) 2018 2017

Translation differences on foreign operations:

Recognised during the year 1,253 (1,662)

Reclassification adjustments for amounts transferred to  
profit or loss:

– Disposal of subsidiaries (27) –

– Disposal of an associate (1) –

– Deemed disposal of a joint venture 10 –

Net movement in the translation reserve during the year 1,235 (1,662)
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14  Goodwill and intangible assets

(CNY million)
Goodwill Software Patents Royalties

Trademark 

and others
Total

Cost:

At January 1, 2017 4,334 2,447 3,092 2,105 482 12,460

Exchange adjustments (245) (12) (28) – (13) (298)

Additions – 254 722 879 33 1,888

Disposals – (38) (32) (37) (1) (108)

At December 31, 2017 4,089 2,651 3,754 2,947 501 13,942

At January 1, 2018 4,089 2,651 3,754 2,947 501 13,942

Exchange adjustments 174 6 20 2 11 213

Additions – 422 495 3,450 301 4,668

Acquisition of 
subsidiaries  
(note 33(c))

119 – 108 – 151 378

Disposals – (389) (109) (18) (1) (517)

At December 31, 2018 4,382 2,690 4,268 6,381 963 18,684

Amortisation and 

impairment:

At January 1, 2017 4,011 1,801 989 527 337 7,665

Exchange adjustments (260) (11) (26) – (10) (307)

Amortisation for the 
year

– 251 231 828 39 1,349

Disposals – (38) (16) (37) (1) (92)

At December 31, 2017 3,751 2,003 1,178 1,318 365 8,615

At January 1, 2018 3,751 2,003 1,178 1,318 365 8,615

Exchange adjustments 175 5 18 1 10 209

Amortisation for the 
year

– 328 232 1,578 130 2,268

Impairment loss 79 1 – – 6 86

Disposals – (387) (52) (18) (1) (458)

At December 31, 2018 4,005 1,950 1,376 2,879 510 10,720

Carrying amount:

At December 31, 2018 377 740 2,892 3,502 453 7,964

At December 31, 2017 338 648 2,576 1,629 136 5,327

(a) The amortisation charge for the year is allocated to “cost of sales”, “research and development expenses”, 
“selling and administrative expenses” in the summary consolidated statement of profit or loss and other 
comprehensive income based on the use of the related assets. Impairment losses are included in “other income, 
net” and “cost of sales”.

(b) Goodwill impairment testing

Goodwill is allocated to the Group’s cash-generating units (CGU) or group of CGUs, which is not larger than an 
operating segment and is expected to benefit from the synergies of the acquisition.
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For impairment test purposes, the recoverable amounts of the CGUs are based on value-in-use calculations 
by using a discounted cash flow model. The calculations use cash flow projections based on financial budgets 
approved by management covering a five-year period, based on industry knowledge. Cash flows beyond the 
five-year periods are extrapolated using an estimated growth rate which does not exceed the long-term average 
growth rate for the business in which the CGU or group of CGUs operates. Cash flows are discounted using pre-tax 
discount rates that reflect specific risks relating to respective CGU or group of CGUs.

As at December 31, 2018 and 2017, all of the carrying amount of goodwill is allocated across multiple CGUs and the 
amount so allocated to each unit is not significant.

During the year ended December 31, 2018, due to intensifying competition and market change, the estimated 
growth and profitability of the acquired business related to Narrow Band Internet of Things declined below 
previous expectation. An impairment loss of CNY79 million was therefore recorded against the goodwill previously 
allocated to this CGU.

The Group performed the impairment test for the year ended December 31, 2018 and did not consider further 
impairment to the remaining goodwill is required.

(c) As at December 31, 2018 and 2017, the Group did not hold any intangible assets whose title is restricted or 
pledged as security for liabilities.

15  Property, plant and equipment

(CNY million)

Freehold 

land
Buildings

Machinery, 

electronic 

equipment 

and other 

equipment

Motor 

vehicles

Construction 

in progress

Investment 

property

Decoration 

and leasehold 

improvements

Total

Cost:

At January 1, 2017 124 14,703 41,851 565 11,962 100 10,108 79,413

Exchange 
adjustments

(13) (74) (578) (3) (142) 2 (94) (902)

Additions 185 – 5,802 104 11,176 70 35 17,372

Transfer from 
construction in 
progress

– 2,053 3,126 – (8,112) – 2,933 –

Disposals – (143) (1,797) (87) (65) – (79) (2,171)

Others – 163 37 – – – – 200

At December 31, 2017 296 16,702 48,441 579 14,819 172 12,903 93,912

At January 1, 2018 296 16,702 48,441 579 14,819 172 12,903 93,912

Exchange adjustments (3) (18) (142) (9) (30) (2) (38) (242)

Additions 141 798 14,173 38 14,730 213 433 30,526

Acquisition of 
subsidiaries  
(note 33(c))

– – 34 – – – 4 38

Transfer from 
construction in 
progress

– 4,569 4,735 – (14,458) – 5,154 –

Transferred from 
investment property

– 60 – – – (60) – –

Disposals – – (1,822) (43) (63) – (140) (2,068)

Hyperinflation 
adjustments

– – 109 1 – – 21 131

At December 31, 2018 434 22,111 65,528 566 14,998 323 18,337 122,297
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(CNY million)

Freehold 

land
Buildings

Machinery, 

electronic 

equipment 

and other 

equipment

Motor 

vehicles

Construction 

in progress

Investment 

property

Decoration 

and leasehold 

improvements

Total

Accumulated 

depreciation and 

impairment:

At January 1, 2017 – 3,195 19,747 313 9 86 6,757 30,107

Exchange 
adjustments

– (19) (547) 1 4 – (28) (589)

Depreciation charge 
for the year

– 466 7,778 77 – 3 1,501 9,825

Impairment loss – – 78 – 4 – – 82

Disposals – (29) (1,616) (75) (4) – (78) (1,802)

Others – 163 37 – – – – 200

At December 31, 2017 – 3,776 25,477 316 13 89 8,152 37,823

At January 1, 2018 – 3,776 25,477 316 13 89 8,152 37,823

Exchange 
adjustments

– (9) (41) (5) – (3) (12) (70)

Depreciation charge 
for the year

– 494 9,239 78 – 3 1,838 11,652

Impairment loss – – 34 – – – – 34

Transferred from 
investment property

– 1 – – – (1) – –

Disposals – – (1,688) (34) (6) – (139) (1,867)

Hyperinflation 
adjustments

– – 54 1 – – 8 63

At December 31, 2018 – 4,262 33,075 356 7 88 9,847 47,635

Carrying amount:

At December 31, 2018 434 17,849 32,453 210 14,991 235 8,490 74,662

At December 31, 2017 296 12,926 22,964 263 14,806 83 4,751 56,089

As at December 31, 2018 and 2017, the Group did not hold any property, plant and equipment as collateral for 
liabilities or contingent liabilities.

Investment property

The fair value of investment property as at December 31, 2018 is estimated by management to be CNY360 million 
(2017: CNY194 million).

The fair value of investment property is determined by the Group internally with reference to market conditions 
and discounted cash flow forecasts, taking into account current lease agreements on an arm’s-length basis.
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16 Long-term leasehold prepayments

(CNY million) 2018 2017

At January 1 5,152 4,112

Additions 1,876 1,145

Amortisation for the year (132) (105)

At December 31 6,896 5,152

17 Interests in associates and joint ventures

Associates Joint ventures Total
   

(CNY million) 2018 2017 2018 2017 2018 2017

Share of net assets 492 413 42 322 534 735

Goodwill 30 16 16 16 46 32

Subtotal 522 429 58 338 580 767

Less: impairment 
 loss

(18) (17) – – (18) (17)

Total 504 412 58 338 562 750

All associates and joint ventures are accounted for using the equity method in the consolidated financial 
statements.

Particulars of material associate and joint venture, all of which are unlisted corporate entities whose quoted 
market price is not available, are set out below:

Name of associate 

or joint venture

Form of  

business 

structure

Place of 

incorporation 

and business

Proportion of ownership 

interest Principal activities

2018 2017

Associate

TD Tech Holding 

 Limited (TD Tech)
Incorporated

Hong Kong, 

 PRC
49% 49% Note (a)

Joint venture

Huawei Marine Systems 
 Co., Ltd. (Huawei Marine)

Incorporated Hong Kong, 
 PRC

N/A 51% Note (b)

Note (a): TD Tech’s principal activity is research and development, production and sale of TD-SCDMA telecommunication 

products.

Note (b): Huawei Marine’s principal activities are research and development, trading and installation of submarine network 

equipment and software, and the provision of integration, upgrading or maintenance services. On August 1, 2018, the 

Group obtained control over Huawei Marine and ceased to equity account for the interests in Huawei Marine on the 

same day. Details of the acquisition are set out in note 33(c). Accordingly, Huawei Marine is now consolidated as a 

subsidiary and is not included in the above joint venture balances as at December 31, 2018.
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Summarised financial information of the material associate, reconciled to the carrying amounts in the 
consolidated financial statements, is as follows:

TD Tech
 

(CNY million) 2018 2017

Gross amounts of the associate’s

Non-current assets 317 54

Current assets 1,908 1,857

Current liabilities 1,161 930

Equity 1,064 981

Revenue 3,796 5,785

Profit (note) 101 223

Other comprehensive income (18) 14

Total comprehensive income (note) 83 237

Reconciled to the Group’s interest in the associate

Gross amounts of net assets of the associate 1,064 981

Group’s effective interest 49% 49%

Group’s share of net assets of the associate 521 481

Elimination of unrealised profit (35) (69)

Carrying amount in the consolidated financial statements 486 412

Note: As the issuance date of the Group’s consolidated financial statements is ahead of TD Tech’s audit report date, the Group 

applies the equity method to account for its investment in TD Tech based on unaudited financial information contained in 

TD Tech’s management accounts, which may differ from TD Tech’s audited results. Any differences are to be accounted for 

in the Group’s next financial period.
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Summarised financial information of the material joint venture, reconciled to the carrying amount in the 
consolidated financial statements, is as follows:

Huawei Marine (Note)
 

(CNY million) 2018 2017

Gross amounts of the joint venture’s

Non-current assets – 65

Current assets – 1,440

Non-current liabilities – 46

Current liabilities – 822

Equity – 637

Included in the above assets and liabilities:

Cash and cash equivalents – 200

Revenue 559 1,658

Profit 24 244

Other comprehensive income (22) 31

Total comprehensive income 2 275

Included in the above profit:

Depreciation and amortisation (6) (7)

Interest income/(expense) 1 (17)

Income tax expense (9) (33)

Reconciled to the Group’s interest in the joint venture

Gross amounts of net assets of the joint venture – 637

Group’s effective interest – 51%

Group’s share of net assets of the joint venture – 325

Elimination of unrealised profit – (47)

Carrying amount in the consolidated financial statements – 278

Note:  The Group ceased to equity account for its interests in Huawei Marine on August 1, 2018. The statement of profit or loss 

and other comprehensive income items disclosed above represent the amounts recorded in Huawei Marine’s financial 

statements for the period from January 1, 2018 to July 31, 2018.
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Aggregate carrying amounts and summarised financial information of individually immaterial associates and joint 
ventures are as follows:

Associates Joint ventures
  

(CNY million) 2018 2017 2018 2017

Aggregate carrying amount 18 – 58 60

Aggregate amount of the Group’s 

share of those associates’ and 

joint ventures’

Loss for the year – (5) – (2)

Other comprehensive income – – (1) (3)

Total comprehensive income – (5) (1) (5)

For the years ended December 31, 2018 and 2017, no dividend was declared or paid by the associates or joint 
ventures.

18 Other investments, including derivatives

(CNY million) Note 2018 2017

Financial assets measured at amortised cost

Investment funds (i) 18,700 3,000

Fixed deposits 24,882 2,039

43,582 5,039

Financial assets measured at FVPL

Investment funds (i) 33,059 27

Debt securities (ii) 2 –

Equity securities 501 –

Foreign exchange derivatives 83 –

33,645 27

Financial assets measured at FVOCI

Debt securities (ii) 22,636 –

Equity securities (iii) 617 –

23,253 –

Available-for-sale financial assets (iv)

Investment funds (i) – 18,530

Debt securities (ii) – 6,313

Unlisted equity securities – 283

Listed equity securities – 373

– 25,499

100,480 30,565

Less: Loss allowances (4) (4)

100,476 30,561

Non-current portion 18,725 5,965

Current portion 81,751 24,596

100,476 30,561
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(i) Investment funds comprise short-term investments 
in wealth management products and money 
market funds. Wealth management products with 
guaranteed principal and interest are measured 
at amortised cost where the Group intends to 
hold them to maturity; other investment funds are 
measured at FVPL where the Group intends to sell 
them or where the investments do not give rise to 
cash flows which are solely principal and interest.

(ii) Debt securities comprise investments in fixed rate 
bonds, floating rate notes, certificates of deposit 
and commercial papers. The Group has classified 
most of its debt securities as FVOCI since they are 
held to collect and sale, and also give rise to cash 
flows which are solely principal and interest. In 
limited cases, certain bonds are measured at FVPL 
where the Group intends to hold them for trading. 
The loss allowance on the debt securities at FVOCI 
amounted to CNY7 million as at December 31, 2018.

(iii) The Group designated certain equity investments at 
FVOCI according to the policy set in note 3(e)(ii). No 
dividend income was received on these investments 
for the year ended December 31, 2018 (2017: Nil).

These equity investments designated at FVOCI are 
composed of several investments, all of which are 
individually insignificant.

No FVOCI equity investments were sold during the 
year ended December 31, 2018.

(iv) Available-for-sale financial assets were 
reclassified on the Group’s adoption of IFRS 9 upon 
January 1, 2018. See Note 4.

(v) As at December 31, 2018 and 2017, the Group 
did not hold any other investments pledged as 
collateral for liabilities or contingent liabilities.

19  Deferred tax assets and liabilities

(a) Components of recognised deferred tax assets/(liabilities)

(CNY million) 2018 2017

Accruals, provisions and unperformed obligations 12,466 11,672

Depreciation of property, plant and equipment (830) (109)

Provision for impairment losses 836 1,369

Unrealised profit 2,935 3,979

Tax losses 1,187 1,065

Undistributed profits of subsidiaries (1,784) (1,409)

Fair value adjustments on acquisition of subsidiaries (41) (35)

Others 551 562

Total 15,320 17,094

Reconciliation to the consolidated statement of financial position:

(CNY million) 2018 2017

Net deferred tax assets recognised in the consolidated statement of 
financial position

17,257 18,565

Net deferred tax liabilities recognised in the consolidated statement 
of financial position

(1,937) (1,471)

15,320 17,094
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(b) Deferred tax assets not recognised

In accordance with the accounting policy set out in note 3(o), deferred tax assets were not recognised in relation to 
certain unused tax losses and deductible temporary differences.

Unutilised tax losses and their expiry dates are as follows:

(CNY million) 2018 2017

Expiring in:

2018 – 1

2019 – 352

2020 668 720

2021 294 1,074

2022 399 1,425

2023 and afterwards or no expiring period 23,802 3,219

25,163 6,791

In addition, deductible temporary differences amounting to CNY71,559 million have not been recognised as 
deferred tax assets as at December 31, 2018 (2017: CNY27,588 million).

Unused tax credits of CNY1,402 million relating to overseas withholding income tax and research and development 
tax credits were not recognised as at December 31, 2018 (2017: CNY1,910 million).

Under the relevant tax regulations of the PRC, certain research and development expenses incurred in the three-
year period from 2018 to 2020 qualify for an additional 75% deduction for income tax purposes (2017: 50%); 
eligible expenses incurred in the research and development projects outsourced to overseas entities also qualify 
for the additional deduction from January 1, 2018. These changes resulted in a significant increase in the Group’s 
additional tax deduction for qualified research and development expenses, which in turn has reduced the amounts 
of the Group’s estimated future taxable profits against which deductible temporary differences, unused tax losses 
and tax credits may be utilised.

20  Inventories and other contract costs

(CNY million) 2018 2017

Inventories
Raw materials 35,448 19,005

Manufacturing work in progress 17,065 10,776

Finished goods 26,308 16,967

Contract work in progress 11,397 21,690

Other inventories 4,283 3,914

94,501 72,352

Other contract costs 2,044 –

96,545 72,352

As at December 31, 2018 and 2017, the Group did not hold any inventories pledged as collateral for liabilities or 
contingent liabilities.
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(a) Amount of inventories recognised as an expense and included in profit or loss:

(CNY million) 2018 2017

Carrying amount of inventories sold 375,606 292,621

Write down of inventories 5 1,166

375,611 293,787

(b) Contract costs

As at December 31, 2018, the contract costs capitalised relate to contract fulfilment costs, which will be charged 
to “cost of sales” when the corresponding contract revenue is recognised.

No impairment loss was recognised on contract costs as at December 31, 2018.

21 Contract assets

(CNY million) 2018

Gross carrying amount 48,693
Less: Loss allowances (note 22(b)) (417)

48,276

Non-current portion 601
Current portion 47,675

48,276

The contract assets relate to the Group’s rights to consideration for performance obligations performed but not 
billed, primarily from Carrier Business and Enterprise Business contracts. The contract assets are transferred to 
receivables when the rights become unconditional. This usually occurs when the Group issues an invoice to the 
customer in accordance with the billing milestones agreed in the contract, which are generally upon passing of the 
product acceptance tests.

The non-current portion of the contract assets represents the amount that is expected to be settled by customers 
after more than one year after being billed according to the contract terms.

Significant changes in the gross balances of contract assets during the year are as follows:

(CNY million) 2018

At January 1 (note 4) 19,728

Acquisition of subsidiaries (note 33(c)) 118

Addition for obligations performed but not billed during the year 46,262

Transfers from contract assets recognised at the beginning of the period to receivables (17,394)
Exchange adjustments (21)

At December 31 48,693
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22 Trade and bills receivable

(CNY million) Note 2018 2017

Trade receivables
Trade receivables from third parties (i) 90,988 105,991

Trade receivables from related parties 32 64 333

91,052 106,324

Bills receivable
Bank acceptance bills 733 2,042

Commercial acceptance bills 2,776 994

Letters of credit 1,022 686

4,531 3,722

95,583 110,046

Non-current portion 3,588 2,451

Current portion 91,995 107,595

95,583 110,046

Note:

(i) As at December 31, 2018, the Group’s trade receivables that may be sold through reverse factoring arrangement amounted to 

CNY6,228 million. These trade receivables are managed in a business model whose objective is achieved by both collection and 

sale, and are therefore measured at FVOCI.

(a) Ageing analysis

At the end of the reporting period, the ageing analysis of trade receivables is as follows:

(CNY million) 2018 2017

Not past due 74,276 89,420

Less than 90 days past due 13,559 15,090

90 days to 1 year past due 5,229 5,061

1 year and above past due 1,803 2,452

94,867 112,023

Less: Loss allowances (3,815) (5,699)

91,052 106,324

Trade receivables are generally due within 30 days from the date of billing.

(b) Loss allowances of trade receivables from third parties and related parties

Loss allowances in respect of trade receivables are recorded using an allowance account unless the Group is 
satisfied there is no reasonable expectation of further recoveries in which case the receivables are written off (see 
note 3(e)(i)).
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The movement in the loss allowances in respect of trade receivables and contract assets during the year is as 
follows. Comparative amounts for 2017 represent the allowance account for impairment losses under IAS 39.

(CNY million) Note 2018 2017

At January 1 5,699 7,399

Effects of the adoption of IFRS 9 (900) –

At January 1 – as adjusted 4,799 7,399

Loss allowances recognised/(reversed) 74 (115)

Uncollectible amounts written-off (718) (1,629)

Collection of previously written-off debtors 143 291

Exchange adjustments (66) (247)

At December 31 4,232 5,699

Representing loss allowance on

– Trade receivables 3,815 5,699

– Contract assets 21 417 –

Total 4,232 5,699

Loss allowance is included in “selling and administrative expenses”.

During the year ended December 31, 2018, the loss allowance of trade receivables and contract assets decreased 
mainly due to the write off of uncollectible amounts. CNY420 million of the write-off was due from customers in 
EMEA markets.

As at December 31, 2018, loss allowances on trade receivables measured at FVOCI amounted to CNY33 million, 
which is included in equity.

Comparative information under IAS 39

As at December 31, 2017, the impairment allowance includes allowance of CNY3,113 million on individually 
assessed receivables from third parties of CNY6,393 million relating to customers who are in financial difficulties 
and the likelihood of recovery is expected to be in doubt. Apart from receivables that have been provided for 
specifically, general allowances were estimated by management based on the risk portfolio and aging analysis of 
the remaining receivable balances.

Trade receivables due from third parties that were neither past due nor collectively considered to be impaired as 
at December 31, 2017 amounted to CNY86,072 million, which related to a wide range of customers for whom there 
was no objective evidence of impairment, such as default. Receivables that were past due but not impaired as at 
December 31, 2017 were immaterial.

(c) Transferred trade receivables that are not derecognised in their entirety

As at December 31, 2018, the Group’s trade receivables with the face value of CNY30 million (2017: CNY29 million) 
have been transferred to banks and the Group received the corresponding remittance of CNY30 million (2017: 
CNY29 million). As these transactions are with recourse, the Group therefore has retained substantially all the 
risks and rewards and continues to recognise these trade receivables and the relevant financing as loans and 
borrowings (note 25).
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As at December 31, 2018, the Group’s trade receivables with the carrying amount of CNY3,190 million (2017: 
CNY3,035 million) have been transferred to banks. These trade receivables are covered by insurance policies 
issued by a third party export credit agency with the transferees as the loss payees. In these transactions, 
the Group retains risk not covered by the insurance, therefore the Group has neither transferred nor retained 
substantially all the risks and rewards in relation to the trade receivables and the Group is considered to have 
retained control of these trade receivables as the transferees have no practical ability to sell these trade 
receivables without the Group’s consent. As such, the Group continued to recognise the transferred trade 
receivables of CNY840 million (2017: CNY805 million) and the associated liabilities of CNY845 million (2017: CNY810 
million) to the extent of its continuing involvement. The associated liabilities are included in other liabilities. As 
at December 31, 2018, loss allowances of CNY577 million (2017: CNY384 million) were made on these transferred 
receivables.

(d) Collateral

Except as disclosed in Note 22(c), as at December 31, 2018 and 2017, the Group did not hold any other trade and 
bills receivable pledged as collateral for liabilities or contingent liabilities.

23 Other assets

(CNY million) Note 2018 2017

Advance payments to suppliers 2,860 3,228

Tax receivables on unbilled deliveries (i) 6,077 1,570

Income tax related assets 3,810 4,607

Other tax related assets 9,789 9,943

Pledged deposits with a bank 2,078 1,693

Restricted deposits of government grants (ii) 1,737 1,968

Other receivables from third parties 6,188 6,799

Other receivables from related parties 32 332 246

Other long-term deferred assets 546 664

Prepayment for acquisition of long-term leasehold land 46 286

Assets classified as held for sale 2 32

33,465 31,036

Non-current portion 5,423 5,665

Current portion 28,042 25,371

33,465 31,036

(i) According to the PRC tax regulations, value added tax (“VAT”) and relevant surcharges are payable at the earlier of 

delivery of goods and services or issuance of VAT invoices. The balances represent the VAT and surcharge receivable from 

customers on unbilled deliveries and will be reclassified to trade receivables upon billing.

(ii) As required by the relevant authorities, the conditional government grants received by the Group are first placed into 

restricted bank accounts until the Group obtains the government acceptance documents pertaining to the relevant 

research and development projects.
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24 Cash and cash equivalents

(CNY million) 2018 2017

Cash on hand 7 11

Deposits with banks and other financial institutions 95,900 88,312

Highly liquid short-term investments 88,126 86,902

Deposits with third party merchants 73 122

184,106 175,347

Short-term investments included in cash and cash equivalents are highly liquid, readily convertible into known 
amounts of cash and subject to an insignificant risk of changes in value. As at December 31, 2018, the short-term 
investments comprised money market funds of CNY24,526 million and wealth management products of CNY63,600 
million respectively. Money market funds comprise investments in short-term debt securities which have constant 
net asset values and are measured at FVPL. The wealth management products are purchased from commercial 
banks with maturities of less than three months or with maturities of less than one year which can be redeemed at 
any time without any interest penalty and are measured at amortised cost.

As at December 31, 2018, cash and cash equivalents of CNY659 million (2017: CNY703 million) were held in 
countries where exchange controls or other legal restrictions are applicable.

At December 31, 2018, the Group held CNY4,969 million (2017: CNY7,033 million) of cash in two multicurrency 
pooling arrangements used to meet its day to day cash requirements and also to economically hedge foreign 
exchange rate movements arising from foreign currency cash flows. The facilities allow participating subsidiaries 
to place deposits and borrow funds from the counterparty banks, in substance to hold long and short positions, in 
any freely convertible currency subject to the overall balance on the pools being positive.

As at December 31, 2018 and 2017, the Group did not hold any cash and cash equivalents pledged as collateral for 
liabilities or contingent liabilities.

25 Loans and borrowings
Contractual terms of the Group’s loans and borrowings are summarised below.

(CNY million) 2018 2017

Short-term loans and borrowings:

 – Intra-group guaranteed 40 95

 – Unsecured 2,738 1,304

2,778 1,399

Long-term loans and borrowings:

 – Intra-group guaranteed 1,890 2,026

 – Trade receivables financing (note 22(c)) 30 29

 – Unsecured 34,576 7,326

 – Corporate bonds 30,667 29,145

67,163 38,526

69,941 39,925

Non-current portion 66,170 38,338

Current portion 3,771 1,587

69,941 39,925

Intra-group guaranteed loans are borrowings which have been raised by one group entity but contractual 
payments of principal and interest are guaranteed by another group entity.
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Terms and repayment schedule

A summary of the main terms and conditions of outstanding loans and borrowings are as follows:

Balance for the year ended December 31, 2018

(CNY million)
Interest rate Total

1 year 
or less

1 to 5 
years

over 5 
years

Intra-group 

guaranteed bank 

loans:

Euro variable 0.73% p.a. 779 779 – –

South African Rand variable 8.88% p.a. 293 – 293 –

Nepalese Rupee fixed 10.39% p.a. 40 40 – –
CNY variable 4.41% ~ 4.90% p.a. 818 114 682 22

1,930 933 975 22

Trade receivables 

financing:

USD variable 6.00% p.a. 30 5 17 8

Unsecured bank 

loans:

CNY variable 4.13% ~ 4.41% p.a. 16,624 2,595 13,981 48

Russian Ruble variable 10.44% p.a. 191 191 – –

Hungarian Forint fixed 4.36% p.a. 95 – – 95
USD variable 3.57% ~ 4.50% p.a. 20,404 47 20,357 –

37,314 2,833 34,338 143

Corporate bonds:

USD fixed 3.25% ~ 4.13% p.a. 30,667 – 6,836 23,831

69,941 3,771 42,166 24,004
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Balance for the year ended December 31, 2017

(CNY million)
Interest rate Total

1 year 

or less

1 to 5 

years

over 5 

years

Intra-group 

guaranteed bank 

loans:

Euro variable 0.73% p.a. 775 – 775 –

South African Rand variable 8.89% p.a. 341 – 341 –

Nepalese Rupee fixed 9.00% p.a. 95 95 – –

CNY variable 4.41% ~ 4.90% p.a. 910 91 614 205

2,121 186 1,730 205

Trade receivables 

financing:

USD variable 4.70% p.a. 29 1 20 8

Unsecured bank 

loans:

CNY variable 4.28% ~ 4.41% p.a. 7,220 96 6,981 143

Hungarian Forint fixed 4.36% p.a. 106 – – 106

USD variable 2.75% p.a. 1,304 1,304 – –

8,630 1,400 6,981 249

Corporate bond:

USD fixed 3.25% ~ 4.13% p.a. 29,145 – 6,497 22,648

39,925 1,587 15,228 23,110

Certain of the Group’s banking facilities are subject to compliance with covenants relating to financial ratios. In 
the event of breach, the drawn down facilities would become payable on demand. The Group regularly monitors 
its compliance with these covenants. As at December 31, 2018 and 2017, none of the covenants relating to drawn 
down facilities had been breached.

Corporate bond

The corporate bonds were issued by two wholly owned subsidiaries of the Company, Proven Glory Capital Limited 
(Proven Glory) and Proven Honour Capital Limited (Proven Honour). Main terms of the outstanding corporate bonds 
are as follows:

Corporate bond/(USD million)
Issue date

Principal 

amount

Interest 

rate per annum
Term

USD bond May 19, 2015 1,000 4.13% 10 years

USD bond May 6, 2016 2,000 4.13% 10 years

USD bond February 21, 2017 1,000 3.25% 5 years

USD bond February 21, 2017 500 4.00% 10 years

All the corporate bonds are fully guaranteed by the Company.
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Reconciliation of movements of major liabilities to cash flows arising from financing 
activities for the year ended December 31, 2018

Related liabilities/(CNY million)

Loans and
other 

borrowings

Corporate
bonds

Royalty
instalments

Interest
payable related 

to financing 
activities

Balance at January 1, 2018 10,780 29,145 1,359 276

Proceeds from borrowings 51,216 – – –

Repayment of borrowings (20,351) – – –

Royalties acquired – – 3,291 –

Instalment payments – – (729) –

Interest incurred during the year – – – 2,333

Interest paid – – – (2,067)
Amortisation of capitalised 

interest and transaction costs
20 29 89 –

Non-cash transaction (note) (3,148) – – –

Exchange adjustments 757 1,493 45 (150)
Balance at December 31, 2018 39,274 30,667 4,055 392

Note: Under certain financing arrangements, the Group’s contractual obligations are transferred to customers without recourse 

when the Group obtains unconditional entitlements to the considerations of relevant customer contracts. During the year 

ended December 31, 2018, the Group derecognised loans and borrowings equivalent to CNY3,148 million under these 

arrangements when the Group became unconditionally entitled to the relevant contract consideration.

Reconciliation of movements of major liabilities to cash flows arising from financing 
activities for the year ended December 31, 2017

Related liabilities/(CNY million)

Loans and other 

borrowings

Corporate 

bonds

Interest 

payable related 

to financing 

activities

Balance at January 1, 2017 22,535 22,264 233

Issuance of corporate bonds – 10,234 –

Repayment of corporate bonds – (1,600) –

Proceeds from borrowings 28,055 – –

Repayment of borrowings (39,726) – –

Interest accrued during the year – – 2,169

Interest paid – – (1,998)

Amortisation of capitalised transaction costs 126 30 –

Exchange adjustments (210) (1,783) (128)

Balance at December 31, 2017 10,780 29,145 276
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26 Trade and bills payable

(CNY million) Note 2018 2017

Trade payables

Trade payables to related parties 32 500 1,047

Trade payables to third parties 93,820 71,799

94,320 72,846

Bills payable

Bank acceptance bills 1,565 20

Letters of credit payable 1,034 –

2,599 20

96,919 72,866

27 Contract liabilities

(CNY million) 2018

Consideration received from customers in advance of performance 11,878
Billing in advance of performance and unperformed obligations 46,400

58,278

Significant changes in the balances of contract liabilities during the year are as follows:

(CNY million) 2018

At January 1 (note 4) 52,184

Acquisition of subsidiaries (note 33(c)) 343
Revenue recognised that was included in the contract liability 
 balance at the beginning of the year

(38,812)

Increases due to cash received or billed but obligation not performed 44,894
Exchange adjustments (331)

At December 31 58,278

28 Other liabilities

(CNY million) Note 2018 2017

Interest payable 1,471 1,518

Advances received (a) – 34,135

Accrued expenses 37,749 32,463

Refund liabilities (b) 18,118 –

Other taxes payable 8,296 8,805

Due in relation to property, plant and equipment 4,507 3,817

Due in relation to intangible assets 4,432 1,540

Foreign exchange contracts 51 465

Others (b) 17,220 14,784

91,844 97,527

Non-current portion 4,161 1,702

Current portion 87,683 95,825

91,844 97,527
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Notes:

(a) From January 1, 2018, advances received and the liabilities accrued for unperformed obligations are included in “contract 

liabilities”.

(b) From January 1, 2018, the accrued rebates and other sales-based incentives to customers, which were previously included in 

others and “provisions” (Note 29) are included in refund liabilities.

29 Provisions

(CNY million) Note 2018 2017

Provision for warranties (b) 5,517 9,030

Onerous contracts 1,129 1,999

Provision for product sales 28 – 5,582

Other provisions (c) 3,598 3,622

10,244 20,233

(a) Movement in provisions during the year is shown as below:

(CNY million)

Provision for 
warranties 

(Note (i))

Onerous 
contracts 
(Note (ii))

Provision for 
product sales 

(Note (iii))

Other 
provisions

Total

At January 1, 2018 9,030 1,999 5,582 3,622 20,233
Adjustment on initial 

application of IFRS 15
(4,477) (148) (5,582) – (10,207)

Adjusted balance at  
January 1, 2018

4,553 1,851 – 3,622 10,026

Exchange adjustments (1) – – (337) (338)
Acquisition of subsidiaries  

(note 33(c))
– 7 – – 7

Provisions made 4,911 808 – 604 6,323
Provisions utilised (3,946) (1,537) – (291) (5,774)

At December 31, 2018 5,517 1,129 – 3,598 10,244

Notes:

(i) Upon the adoption of IFRS 15, the provision for warranties, which have been determined to be a service in nature, has been 

reversed and the transaction price allocated to the unexpired portion of these service warranties has been deferred and 

recorded in “contract liabilities” (see Note 4A(ii)).

(ii) Upon the adoption of IFRS 15, the revenue and costs relating to certain onerous contracts have been recognised in the retained 

earnings as at January 1, 2018. The provision previously recognised for these contracts has been reversed at January 1, 2018 

(see Note 4A(i)).

(iii) Upon the adoption of IFRS 15, the provision for product sales is included in refund liabilities under “other liabilities” (see Note 

4A(iii)).

(b) Provision for warranties

The provision for warranties relates mainly to products sold during the year and is determined based on estimates 
made from historical warranty data associated with similar products and the amount of products covered by 
warranty at the end of the reporting period and their corresponding remaining warranty periods. Most claims are 
expected to be settled within one year.
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(c) Other provisions

Other provisions are mainly for outstanding cases and disputes.

30 Operating leases

(a) As lessee

As at December 31, 2018 and 2017, the total future minimum lease payments under non-cancellable operating 
leases are payable as follows:

(CNY million) 2018 2017

Within 1 year 2,404 2,593

After 1 year but within 5 years 4,554 4,386

After 5 years 986 375

7,944 7,354

The Group leases a number of warehouses, factory facilities, office premises and staff apartments under 
operating leases. These leases typically run for an initial period of one to five years. None of the leases includes 
contingent rental payments.

During the year ended December 31, 2018, CNY4,014 million (2017: CNY4,287 million) was recognised as an expense 
in the consolidated statement of profit or loss and other comprehensive income in respect of operating leases.

(b) As lessor

The Group leases out certain of its properties under operating leases (see note 8 and note 15). As at December 
31, 2018 and 2017, the Group’s total future minimum lease payments under non-cancellable operating leases are 
receivable as follows:

(CNY million) 2018 2017

Within 1 year 42 18

After 1 year but within 5 years 64 13

After 5 years 69 –

175 31

During the year ended December 31, 2018, CNY262 million (2017: CNY230 million) was recognised as rental income 
in the consolidated statement of profit or loss and other comprehensive income.

31 Capital commitments
Capital commitments of the Group in respect of acquisition and construction of property, plant and equipment and 
intangible assets outstanding at December 31 not provided for in the consolidated financial statements were as 
follows:

(CNY million) 2018 2017

Acquisition and construction of long-term assets

 – Contracted for 8,764 10,387

 – Authorised but not contracted for 18,165 9,562

Total 26,929 19,949
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Other contracted capital commitments outstanding at December 31 not provided for in the consolidated financial 
statements were as follows:

(CNY million) 2018 2017

Investment commitment 108 –

32 Related parties
A related party is a person or an entity that has control or joint control or significant influence over the Group, or is 
a member of its key management personnel, or is member of the Group, including joint ventures and associates.

Details of the Group’s significant transactions with related parties are set out below.

Transactions with associates and joint ventures

2018
 

(CNY million)
Sales

Purchases and 
processing 

expenses

Service 
income

Rental 
income

Service 
expenses

TD Tech 1,569 629 6 – 51
Huawei Marine (note) 70 553 5 3 –

1,639 1,182 11 3 51

2017
 

(CNY million)

Sales

Purchases and 

processing 

expenses

Service

 income

Rental 

income

Service 

expenses

TD Tech 1,040 763 4 – 40

Huawei Marine 20 1,466 17 3 1

1,060 2,229 21 3 41

Note: On August 1, 2018, the Group obtained control over Huawei Marine. The transaction amounts disclosed above related to the 

period from January 1, 2018 to July 31, 2018.

Balances with associates and joint ventures

December 31, 2018
  

(CNY million)

Trade 

receivables

Contract 

assets

Other 

receivables

Trade 

payables

Contract 

liabilities

Other 

payables

TD Tech 64 6 332 500 8 289
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December 31, 2017
  

(CNY million)

Trade 

receivables

Contract 

assets

Other 

receivables

Trade 

payables

Contract 

liabilities

Other 

payables

TD Tech 290 - 2 369 – 183

Huawei Marine 43 - 244 678 – 9

333 - 246 1,047 – 192

33 Group enterprises

(a) Parent and ultimate controlling party

The Group’s ultimate controlling party is the Union of Huawei Investment & Holding Co., Ltd.

(b) Major subsidiaries

Name of subsidiaries

Place of 

incorporation 

and business

Proportion of 

ownership interest Principal activities

2018 2017

Huawei Technologies Co., Ltd.
 (Huawei Technologies)

PRC 100% 100% Development, manufacture and sale of 
telecommunication and related products and 
provision of support and maintenance services.

Huawei Device Co., Ltd. (i) PRC 100% 100% Development, manufacture and sale of mobile 
communication products and ancillaries.

Huawei Machine Co., Ltd. PRC 100% 100% Manufacture of telecommunication products.

Shanghai Huawei Technologies 
Co., Ltd.

PRC 100% 100% Development of telecommunication products.

Beijing Huawei Digital 
Technologies Co., Ltd.

PRC 100% 100% Development of telecommunication products.

Huawei Tech. Investment Co., 
Limited (Huawei Investment)

Hong Kong 100% 100% Distribution of telecommunication products.

Huawei International Co., 
Limited

Hong Kong 100% 100% Distribution of telecommunication products.

Huawei International Pte. Ltd. Singapore 100% 100% Distribution of telecommunication products.

Huawei Technologies Japan 
K.K.

Japan 100% 100% Development and sale of telecommunication 
products and ancillary services.

Huawei Technologies 
Deutschland GmbH

Germany 100% 100% Development and sale of telecommunication 
products and ancillary services.

Huawei Device (Shenzhen)  
Co., Ltd. (ii)

PRC 100% 100% Development, manufacture and sale of mobile 
communication products and ancillaries.

Huawei Device (Hong Kong)  
Co., Limited

Hong Kong 100% 100% Sale and related services of mobile communication 
products and ancillaries.

HUAWEI TECHNICAL SERVICE 
CO., LTD.

PRC 100% 100% Installation and maintenance of telecommunication 
products and ancillaries, including consultancy.

  2018 Annual Report        123



Name of subsidiaries

Place of 

incorporation 

and business

Proportion of 

ownership interest Principal activities

2018 2017

Huawei Software Technologies 
Co., Ltd.

PRC 100% 100% Development, manufacture and sale of 
telecommunication software and related products 
and services. Sale of cloud business.

HiSilicon Technologies Co., Ltd. PRC 100% 100% Development and sale of semiconductors.

HiSilicon Optoelectronics  
Co., Ltd.

PRC 100% 100% Development, manufacture and sale of 
optoelectronic products related to information 
technology.

Huawei Digital Technologies 
(Suzhou) Co., Ltd.

PRC 100% 100% Development and sale of inverter.

Huawei Technologies 
Coöperatief U.A.

Netherlands 100% 100% Intermediate parent company for certain overseas 
subsidiaries.

Huawei Global Finance (UK) 
Limited

United Kingdom 100% 100% Treasury and risk management.

Proven Honour British Virgin 
Islands

100% 100% Financing.

Proven Glory British Virgin 
Islands

100% 100% Financing.

(i) On November 16, 2018, Huawei Device (Dongguan) Co., Ltd was renamed as Huawei Device Co., Ltd.

(ii) On May 18, 2018, Huawei Device Co., Ltd was renamed as Huawei Device (Shenzhen) Co., Ltd.

(c) Acquisition of subsidiaries

On August 1, 2018, Huawei Investment, a wholly-owned subsidiary of the Company, and Global Marine Systems 
Limited (“Global Marine”, 49% equity interest holder of Huawei Marine) signed an amended joint venture 
agreement in respect of Huawei Marine. Previously, significant matters relating to Huawei Marine’s principal 
operating activities were to be approved in Huawei Marine’s Shareholders’ meeting and both shareholders’ 
unanimous consent was required. After the amendment, the Board of Huawei Marine is irrevocably authorised to 
approve such significant matters. The shareholding in Huawei Marine remained unchanged. As Huawei Investment 
holds the majority of voting rights in the Board, Huawei Investment obtained control over Huawei Marine upon the 
amendment. Huawei Marine and its wholly owned subsidiary, Huawei Marine Networks Co., Ltd., therefore became 
consolidated subsidiaries of Huawei Investment from August 1, 2018 onwards with Global Marine holding 49% 
non-controlling interests. The acquisition integrated Huawei Marine’s resources and capability in the submarine 
business into the Group’s global market channel.

During the year ended December 31, 2018, Huawei Marine contributed revenue of CNY394 million and net profit of 
CNY115 million to the Group’s consolidated result. If the acquisition had occurred on January 1, 2018, management 
estimates that consolidated revenue would have been CNY721,224 million, and consolidated profit for the year 
would have been CNY59,329 million. In determining these amounts, management have assumed that the fair 
value adjustments that arose on the acquisition date would have been the same if the acquisition had occurred on 
January 1, 2018.
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Identifiable assets acquired and liabilities assumed at the date of acquisition.

(CNY million)

Note

Recognised 

values on 

acquisition date 

Huawei Marine

Property, plant and equipment 15 38

Goodwill and intangible assets 14 259

Inventories and other contract costs 231

Contract assets 21 118

Trade and bills receivable 582

Other assets 322

Other investments, including derivatives 211

Cash and cash equivalents 196

Deferred tax liabilities (17)

Employee benefits (79)

Trade and bills payable (534)

Contract liabilities 27 (343)

Other liabilities (81)

Provisions 29 (7)

Total net identifiable assets 896
 

Cash and cash equivalents acquired 196
 

Comprising amounts attributable to:

(CNY million)

The Group 457

Non-controlling interests holder 439

Net identifiable assets 896

Goodwill was recognised as a result of the acquisition as follows:

(CNY million)

Note

Recognised 

values on 

acquisition date

Fair value of the equity interests attributable to the Group 576

The Group’s share of net identifiable assets (457)

Goodwill 14 119

The fair value of the equity interests of Huawei Marine was estimated by an independent third party valuer using 
the income approach on the acquisition date.

Goodwill arising from this acquisition is attributable to Huawei Marine’s skills and experience in the submarine 
industry, and the synergies expected to be derived from integrating Huawei Marine’s business into the Group’s 
global sales network. The goodwill recognised is not expected to be deductible for income tax purpose.
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Gain on deemed disposal of equity interest in Huawei Marine:

(CNY million)

Fair value of the equity interests attributable to the Group 576

Carrying value of the equity interest on acquisition date (302)

Amounts transferred out from reserves (5)

Gain on deemed disposal of a joint venture (note 9) 269

34 Contingent liabilities
During January 2019 the United States Department of Justice issued two indictments in respect of certain alleged 
activities during prior years as follows:

(a) On September 2, 2014, T-Mobile USA, Inc. (“T-Mobile”) filed a civil action against the Group’s subsidiary, Huawei 
Device USA Inc., in relation to the alleged misappropriation of trade secrets relating to certain of T-Mobile’s 
mobile phone test equipment. The two parties reached a settlement on November 8, 2017.

On January 16, 2019, the United States Department of Justice issued an indictment against Huawei Device USA 
Inc. and Huawei Device Co., Ltd, containing 10 charges in relation to the alleged theft of trade secrets relating 
to the above equipment and alleged wire fraud and obstruction of justice. The charges relate to the years from 
2012 to 2014.

(b) On January 24, 2019, the United States Department of Justice issued an indictment against Huawei 
Technologies, Huawei Device USA Inc. and other parties. The indictment contains 13 charges in relation to 
alleged bank and wire fraud, violation of the International Emergency Economic Powers Act of the United 
States with respect to certain transactions involving Iran, and associated matters in prior years.

The Group has engaged external legal advisers to assist it in respect of these matters. However, given the early 
stage of these proceedings, as at the date of approval of these financial statements, management considers that 
both the timing and the outcome of these matters are inherently uncertain, and that the amount of any possible 
obligation of the Group, if any, cannot be reliably estimated. Accordingly, these indictments give rise to contingent 
liabilities for the Group and no provision has been made in this regard in these financial statements. It is also not 
practicable at this early stage for the Group to disclose an estimate of the possible future financial effect on the 
Group’s financial statements of these matters.

35 Subsequent event
Subsequent to December 31, 2018 and up to the date of approval of these financial statements, the Group has 
drawn down accumulatively CNY14,000 million from a syndicated loan facility entered into by Huawei Technologies, 
a wholly-owned subsidiary of the Group on December 28, 2018.

36 Comparative figures
The presentation of certain prior year comparative figures has been adjusted to reflect current year presentation 
requirements. None of these changes were considered material.
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Risk Factors

All risk factors listed in this Annual Report, particularly 
those covered in this section, refer to key, future 
uncertainties that could influence the company’s 
business objectives. These are risk factors that have 
been identified to exist in Huawei’s strategic plans, 
business models, external environment, and financial 

system. Major risk factors refer to events that could 
significantly impact the company’s competitiveness, 
reputation, financial position, operating results, and 
long-term prospects over the coming 18 months. The 
major risk factors faced by Huawei are outlined below.

Huawei’s Risk Management System

At Huawei, risk management factors are incorporated 
into both strategic planning and business planning 
processes: Each business department and regional 
office systematically identifies and assesses 
risks during strategic planning, lists appropriate 
countermeasures in annual business plans, and 
monitors and reports on high-agenda risks during 
routine operations. Huawei ensures uninterrupted 
business operations by identifying major risk factors 
during strategic decision making and planning, coupled 
with taking necessary measures to control risks during 
business planning and execution.

Strategic Risks

development is uncertain, remain focused on our 
goals, and make concerted investments along multiple 
paths in multiple waves.

In addition to these endeavors, we will strive to stay  
ahead of industry trends, and identify, understand, 
and satisfy the diverse requirements of our customers. 
To maintain and enhance our competitive strengths 
and constantly improve our performance, we will 
continually launch better products and services while 
reducing the total cost of ownership for our customers. 
Going forward, we will continue to invest in the future, 
develop our advantages in technologies and the 
industry ecosystem, and strive to become a strategic 
partner that is trusted by our customers.

Based on the COSO framework, and referencing ISO 
31000 risk management standards, Huawei has an 
Enterprise Risk Management (ERM) system that takes 
into account our unique organizational structure and 
operating model. In addition, we have a robust set 
of ERM policies and processes, and we continuously 
refine our ERM organizations and operating 
mechanisms to optimize risk management. Huawei’s 
ERM system ensures the following:

■ The Board of Directors approves solutions related 
to managing the company’s major risks, crises, and 
unforeseen events.

■ Business managers, as primary risk management 
owners in their respective business domains, 
proactively identify and manage risks to ensure 
they remain at an acceptable level.

In terms of technology, we will enter an intelligent 
world within two or three decades. The world around us 
will go through a seismic shift, the depth and breadth 
of which we can hardly imagine. However, one thing 
is clear: The transformation of the ICT industry will 
introduce greater uncertainty to technology, business, 
transaction models, and industry policies.

Looking to the future, we will remain dedicated to ICT 
infrastructure and smart devices, and to building a 
technical architecture that achieves synergy between 
devices, networks, and the cloud in the intelligent 
world. We will invest more heavily into the research 
of technology and business models in areas where 
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External Risks

always existed for both exporters and importers. 
On the other hand, new technologies are changing 
economic development, trade models, and our lives in 
general.

Against this backdrop, international trade rules should 
be reshaped and the multilateral trading system could 
be weakened. In response, members of the World 
Trade Organization (WTO) are negotiating international 
reforms. In addition, mega free trade agreements 
are being negotiated or settled across the globe, 
leading to major trade partnerships being adjusted 
and bringing more uncertainty to trade policies. As a 
global company, Huawei supports global trade rules 
and pledges to place trade compliance above its own 
commercial interests.

Natural disasters: Earthquakes, floods, epidemics, 
and other natural disasters can impact certain 
aspects of Huawei’s business operations. Our mission 
and primary social responsibility are to support 
stable network operations. We have a robust set of 
mechanisms for responding to natural disasters and 
continue to improve our capabilities in this regard. This 
has helped us ensure business continuity, and has also 
helped us effectively support our customers’ network 
stability and business operations.

Country-specific risks: Huawei currently operates 
in more than 170 countries and regions worldwide. 
The complex international, economic, and political 
landscape could expose Huawei to particular risks 
in certain countries and regions. These risks include 
civil unrest, economic and political instability, 
exchange rate fluctuations, foreign exchange controls, 
sovereign debt crises, regulations for local business 
operations, and labor issues. Specifically, regional 
tension, civil war, sanctions, and local unrest could 
greatly hinder Huawei’s business operations and 
development. To address these issues, Huawei must 
possess exceptional risk management and response 
capabilities. We will closely monitor any possible risks 
and changes in the environment, and employ prompt 
countermeasures to minimize any potential impacts on 
our business.

Macro environment: The global economy is facing 
downside risk. This can be attributed to geopolitical 
tension, escalating global trade friction, uncertainties 
in macro policies, and increasingly ingrained financial 
risks. Huawei is also increasingly likely to face 
additional internal and external risks. Each business 
department and regional office will step up its efforts 
to identify and control risks and promptly adjust 
strategies accordingly.

Legal risks: Observance of laws and global compliance 
provide a solid foundation on which Huawei can survive 
and can serve and contribute to the world. Huawei 
has always been dedicated to strictly complying with 
all applicable laws and regulations of the countries 
and regions in which we operate. These include all the 
applicable laws and regulations of the UN, US, and EU. 

Through years of efforts, we have established a 
compliance management system that covers all 
offices, all businesses, and all employees around the 
world, including but not limited to trade compliance 
and financial compliance. This program enables the 
systematic management of compliance risks through 
established policies, organizations, regulations, 
processes, etc.

We strive to fully comply with all applicable local 
laws and regulations and make every effort to avoid 
violations. However, there might still be negative 
impacts due to complex legal environments in 
some of countries and regions in which we operate, 
such as a lack of openness regarding laws and 
regulations, inconsistency or ambiguity in regards to 
law enforcement, or complex ideologies. Huawei will 
continue, as always, to proactively assess risks, learn 
from industry best practices, and take preventative 
measures to address risks. The certainty of legal 
compliance is our best bulwark against the uncertainty 
of international politics.

Trade risks: Deglobalization and protectionism have 
become prominent risks within global trade. Trade 
restrictions have increased and global trade tensions 
have intensified. On one hand, trade barriers have 
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Operational Risks

Financial Risks

For further information on financial risks, see pages 67 to 68 of this Annual Report.

Business continuity: With today’s highly globalized 
division of labor, Huawei must rely on a wide variety 
of third parties (including outside companies and 
agencies) for procurement, manufacturing, logistics, 
and global technical services. Therefore, the 
discontinuity of third-party business could directly 
or indirectly compromise Huawei’s operations and 
business performance.

Through years of ongoing investment, Huawei has 
established a Business Continuity Management (BCM) 
system for procurement, manufacturing, logistics, 
global technical services, and other domains. This 
system covers end-to-end processes, from suppliers 
to Huawei, and on to our customers. As part of this 
system, we have developed and established effective 

measures to manage risks that arise from our day-to-
day work. Specifically, we have built up management 
organizations, processes, and IT platforms, prepared 
business continuity plans and emergency response 
plans, and organized BCM training and drills for 
employees. (For further information on the BCM 
system, see page 47 of this Annual Report.)

Information security and IPR: While Huawei has 
adopted stringent information security measures to 
protect its IPR, it is impossible to completely prevent 
other companies from improperly using our information 
and patents. Even when we are able to resort to 
litigation to protect our IPR, we may still suffer losses 
from improper usage.
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Huawei Investment & Holding Co., Ltd. is a private 
company wholly owned by its employees. Huawei’s 
shareholders are the Union of Huawei Investment & 
Holding Co., Ltd. (the “Union”) and Mr. Ren Zhengfei.

Through the Union, the company implements an 
Employee Shareholding Scheme (the “Scheme”), which 
involved 96,768 employees as of December 31, 2018.

The Scheme effectively aligns employee contribution 
and development with the company’s long-term 
development, fostering Huawei’s continued success.

Mr. Ren Zhengfei is the Company’s natural person 
shareholder and also participates in the Scheme. As of 
December 31, 2018, Mr. Ren’s investment accounts for 
nearly 1.14% of the Company’s total share capital.

By staying customer-centric and inspiring dedication, we have sustained long-term growth through continuous 
improvement of our corporate governance structure, organizations, processes, and appraisal systems.

Shareholders

The Shareholders’ Meeting and the Representatives’ Commission

The Shareholders’ Meeting, the company’s 
authoritative body, comprises two shareholders: the 
Union and Mr. Ren Zhengfei.

The Representatives’ Commission (the “Commission”) 
is the organization through which the Union fulfills 
shareholder responsibilities and exercises shareholder 
rights. The Commission consists of 115 representatives 
of shareholding employees (“Representatives”) 
and exercises rights on behalf of all shareholding 
employees. In 2018, the Commission held two 
meetings, at which it reviewed and approved proposals 
on annual profit distribution, capital increases, and 
corporate governance rules and regulations. 

The Representatives and Alternate Representatives 
are elected by the active shareholding employees 
with a term of five years. In the event that there is a 
vacancy in the body of Representatives, the Alternate 
Representatives shall take up the vacancy in a 
predetermined sequence.

In January 2019, an election for the Commission was 
held, producing 115 Representatives and 18 Alternate 
Representatives. Current members of the Commission 
are:

Mr. Ren Zhengfei, Ms. Sun Yafang, Mr. Liang Hua, 
Mr. Guo Ping, Mr. Xu Zhijun, Mr. Hu Houkun, Ms. 
Meng Wanzhou, Mr. Ding Yun, Mr. Yu Chengdong, Mr. 
Wang Tao, Mr. Xu Wenwei, Ms. Chen Lifang, Mr. Peng 
Zhongyang, Ms. He Tingbo, Mr. Li Yingtao, Mr. Yao 

Fuhai, Mr. Tao Jingwen, Mr. Yan Lida, Mr. Li Jie, Mr. 
Zhou Daiqi, Mr. Ren Shulu, Mr. Yin Xuquan, Mr. Li Jin’ge, 
Mr. Li Dafeng, Mr. Song Liuping, Mr. Tian Feng, Mr. Yi 
Xiang, Mr. Li Jian, Mr. Li Jianguo, Mr. Peng Bo, Mr. Zhao 
Ming, Ms. Zhao Minglu, Ms. Shi Yanli, Mr. Peng Qiu’en, 
Ms. Zhang Xiaoqing, Mr. Gao Aozhan, Mr. Yang Shubin, 
Ms. Ji Hui, Mr. Zou Zhilei, Mr. Lu Yong, Mr. Peng Song, 
Mr. Liu Hongyun, Mr. Dong Ming, Mr. Yang Yougui, Mr. 
Li Peng, Mr. Cao Jibin, Mr. Wu Weitao, Mr. Chen Hao, 
Mr. Wang Shengniu, Mr. Wang Jianfeng, Mr. Chen Lei, 
Mr. Wu Hui, Mr. Cai Yinghua, Mr. Meng Ping, Mr. Lv Ke, 
Mr. Jiang Xisheng, Mr. Pan Shaoqin, Mr. Jiang Yafei, 
Mr. Zhang Wenlin, Mr. Wang Weijian, Mr. Su Liqing, Mr. 
Luo Wencheng, Mr. Zhang Hongxi, Mr. Wan Biao, Mr. 
Xiong Lening, Mr. Ying Weimin, Mr. Wu Kunhong, Mr. 
Wei Chengmin, Mr. Wu Qinming, Mr. Xie Guohui, Mr. 
Wang Kexiang, Mr. Tang Qibing, Mr. Wang Shengqing, 
Mr. Sun Fuyou, Mr. Ma Yue, Mr. Zhou Jianjun, Mr. 
Xun Su, Mr. Lu Qi, Mr. Lin Baifeng, Mr. Shen Huifeng, 
Mr. Zheng Liangcai, Mr. Ma Qingqing, Mr. Zhao Yong, 
Mr. Li Shanlin, Mr. Wang Hua’nan, Mr. Bai Limin, Mr. 
Hou Jinlong, Mr. Deng Taihua, Mr. Zheng Yelai, Mr. Hu 
Kewen, Mr. Zhang Shunmao, Mr. Zha Jun, Mr. Zhou 
Hong, Mr. Ma Haixu, Mr. Liu Shaowei, Mr. Tang Xinhong, 
Mr. Yang Chaobin, Mr. Gong Ti, Mr. Cai Changtian, Mr. 
Gao Ji, Mr. Xiong Yan, Mr. Zhou Taoyuan, Mr. Wang 
Yixiang, Mr. Li Zhoujian, Mr. Yu Quan, Mr. He Gang, Mr. 
Zhang Ping’an, Mr. Bian Honglin, Mr. Wang Chenglu, 
Mr. Xu Qinsong, Mr. Li Xiaolong, Mr. Zhu Ping, Mr. Shao 
Yang, Mr. Su Jie, and Mr. Zhu Yonggang.
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Board of Directors

The Board of Directors (BOD) is the highest body 
responsible for corporate strategy, operations 
management, and customer satisfaction. The BOD’s 
mission is to lead the company forward. It exercises 
decision-making authority for corporate strategy and 
operations management, and ensures the protection of 
customer and shareholder interests.

The main responsibilities of the BOD are to:

■ Develop proposals for corporate governance.

■ Review proposals to increase or decrease the 
company’s registered capital, as well as proposals 
related to profit distribution and loss recovery.

■ Review the company’s stock options plan and other 
long-term incentive plans.

■ Review or approve plans for entering and exiting 
different industry sectors, and approve the 
company’s strategic plan.

■ Approve major organizational restructuring, 
management system development, and business 
transformation.

■ Approve major financial policies, financial plans, 
and business transactions.

■ Approve the company’s annual budget proposal, 
annual operations report, and annual audit report.

■ Approve the appointment/removal, compensation, 
and long-term incentives of senior management.

■ Approve major HR policies and plans at the 
corporate level.

■ Approve proposals for managing major risks and 
crises, and manage major emergencies.

■ Approve the development of internal controls and 
operational compliance systems.

In 2018, the BOD held ten meetings. At the meetings, 
the BOD reviewed and approved matters such as 

the company’s medium-to-long-term development 
plan, annual budget, annual audit report, corporate 
governance rules and regulations, annual profit 
distribution, capital increases, compliance oversight 
system, and cyber security.

Currently, the BOD is comprised of 17 members, 
who were elected by the Commission and voted in 
by the Shareholders’ Meeting. In March 2018, the 
Commission and Shareholders’ Meeting elected a 
new Board of Directors that includes the Chairman, 
regular members, and alternate members. The BOD 
elected deputy chairs of the board and the members 
of its Executive Committee. In the event that there is a 
vacancy in the BOD, alternate members will take up the 
vacancy in a predetermined sequence.

Current board members include:

■ Chairman: Mr. Liang Hua

■ Deputy Chairs: Mr. Guo Ping, Mr. Xu Zhijun, Mr. Hu 
Houkun, and Ms. Meng Wanzhou

■ Executive Directors: Mr. Ding Yun, Mr. Yu 
Chengdong, and Mr. Wang Tao

■ Directors: Mr. Xu Wenwei, Ms. Chen Lifang, Mr. Peng 
Zhongyang, Ms. He Tingbo, Mr. Li Yingtao, Mr. Ren 
Zhengfei, Mr. Yao Fuhai, Mr. Tao Jingwen, and Mr. 
Yan Lida

Alternate Directors include: Mr. Li Jianguo, Mr. Peng 
Bo, and Mr. Zhao Ming

Executive Committee

The BOD has established the Executive Committee, 
which acts as the standing executive body of the 
BOD. Entrusted by the BOD, the Executive Committee 
examines and reflects on major issues within the 
company, decides on issues authorized by the BOD, 
and oversees their execution. In 2018, the Executive 
Committee held 12 meetings.
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Members of the BOD Executive Committee include 
Mr. Guo Ping, Mr. Xu Zhijun, Mr. Hu Houkun, Ms. Meng 
Wanzhou, Mr. Ding Yun, Mr. Yu Chengdong, and Mr. 
Wang Tao.

Rotating chairs

The BOD and its Executive Committee are led by 
rotating chairs. During their terms, the rotating chairs 
will serve as the foremost leader of the company. 
Rotating chairs’ terms last six months at a time. The 
rotation schedule is as follows:

■ Mr. Xu Zhijun: April 1, 2018 to September 30, 2018
October 1, 2019 to March 31, 2020
April 1, 2021 to September 30, 2021
October 1, 2022 to March 31, 2023

■ Mr. Guo Ping: October 1, 2018 to March 31, 2019
April 1, 2020 to September 30, 2020
October 1, 2021 to March 31, 2022

■ Mr. Hu Houkun: April 1, 2019 to September 30, 2019
October 1, 2020 to March 31, 2021
April 1, 2022 to September 30, 2022

Audit Committee

The Audit Committee (AC) operates under the BOD 
to oversee internal controls, including the internal 
control system, internal and external audits, corporate 
processes, legal compliance, and adherence to the 
BCGs.

The main responsibilities of the AC are to:

■ Approve the annual internal audit plan, and review 
its scope, required resources, and audit outputs.

■ Approve corporate policies for internal controls; 
approve the corporate development plan for 
internal controls and the plan’s key milestones; and 
regularly assess the company’s internal control 
status.

■ Evaluate the effectiveness of the ethics and 
compliance function, legal compliance, and 
adherence to corporate policies.

■ Approve the selection of the external auditor, notify 
the BOD of any proposed change to the external 
auditor for approval, approve related budgets, and 
evaluate the work of the external auditor.

■ Supervise the completeness, accuracy, and legal 
compliance of the company’s financial statements; 
and review compliance with and application of 
accounting policies and all financial disclosures.

■ Approve internal control Key Performance 
Indicators (KPIs), and instruct Global Process 
Owners (GPOs) and business executives to report 
internal control results.

The AC holds quarterly meetings and convenes special 
sessions as necessary. Business executives and 
various experts are invited to attend as non-voting 
participants.

The committee held five meetings in 2018. Focusing 
on topics such as risk management, the development 
of the internal control system, restructuring of the 
inspection department, internal auditing development, 
accounting monitoring, and financial reporting 
management, the AC has taken the following key 
initiatives:

■ Reviewing and approving the company’s annual 
plans for internal audit and global internal controls.

■ Receiving reports on Internal Control Maturity 
trends, SACAs (including internal controls over 
financial reporting), internal control improvements 
of the Consumer and Enterprise BGs, and the 
internal audit transformation.

■ Improving employee compliance with the BCGs 
through anti-corruption education, publicity of 
cases of managers who violated the Employee 
Conduct – Eight Principles for Improving Work 
Ethic, and publicity of major audit findings and 
non-compliance cases.

■ Arranging discussions between the committee 
Chairman and the external auditor on management 
improvement proposals.
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Supervisory Board

Pursuant to the requirements of the Company Law of 
the People’s Republic of China, Huawei has established 
the Supervisory Board. The key responsibilities 
of the Supervisory Board include overseeing the 
responsibility fulfillment of BOD members and senior 
management, monitoring the company’s operational 
and financial status, and supervising internal control 
and legal compliance. Members of the Supervisory 
Board attend BOD and EMT meetings as non-voting 
participants.

The Supervisory Board held ten meetings in 2018. At 
the meetings, it assessed the responsibility fulfillment 
of BOD members in 2017, reviewed the company’s 
annual financial statements, received reports on the 
company’s compliance oversight system and oversight 
of overseas subsidiaries, and reviewed compliance 
oversight in subsidiaries worldwide. Throughout the 
year, members of the Supervisory Board attended 
all meetings of the BOD as non-voting participants, 
overseeing the legitimacy of BOD decisions and 
operations.

The Supervisory Board is comprised of 10 members, 
who were elected by the Representatives’ Commission 
and voted in by the Shareholders’ Meeting.

Current Supervisory Board members include:

■ Chairman: Mr. Li Jie.

■ Executive members: Mr. Zhou Daiqi, Mr. Ren Shulu, 
Mr. Yin Xuquan, Mr. Li Jin’ge, and Mr. Li Dafeng.

■ Members: Mr. Song Liuping, Mr. Tian Feng, Mr. Yi 
Xiang, and Mr. Li Jian.

The Supervisory Board has established the 
Executive Committee, which acts as authorized by 
the Supervisory Board. Members of the Executive 
Committee are Mr. Li Jie, Mr. Zhou Daiqi, Mr. Ren 
Shulu, Mr. Yin Xuquan, Mr. Li Jin’ge, and Mr. Li Dafeng.
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Members of the Board of Directors and the Supervisory Board

Members of the Board of Directors

From the left in the first row: Ms. Meng Wanzhou, Mr. Hu Houkun, Mr. Guo Ping, Mr. Xu Zhijun, Mr. Liang Hua

From the left in the second row: Ms. He Tingbo, Mr. Xu Wenwei, Mr. Yan Lida, Mr. Ding Yun, Mr. Ren Zhengfei, Mr. Tao Jingwen, 

Mr. Li Yingtao, Mr. Wang Tao, Mr. Peng Zhongyang, Mr. Yu Chengdong, Ms. Chen Lifang, and Mr. Yao Fuhai

Mr. Liang Hua (Howard Liang)
Born in 1964, Mr. Liang holds a doctorate degree from 
Wuhan University of Technology. Mr. Liang joined 
Huawei in 1995 and has served as President of Supply 
Chain, CFO of Huawei, President of the Business 
Process & IT Mgmt Dept, President of the Global 
Technical Service Dept, Chief Supply Chain Officer, 
Chairman of the Audit Committee, and Chairman of 
the Supervisory Board. Mr. Liang is now Chairman of 
Huawei’s Board of Directors.

Mr. Guo Ping
Born in 1966, Mr. Guo holds a master’s degree from 
Huazhong University of Science and Technology. Mr. 
Guo joined Huawei in 1988 and has served as R&D 
Project Manager, General Manager of Supply Chain, 
Director of Huawei Executive Office, Chief Legal 
Officer, President of the Business Process & IT Mgmt 
Dept, President of the Corporate Development Dept, 
Chairman and President of Huawei Device, Rotating 
CEO of Huawei, and Chairman of the FC. Currently, 
Mr. Guo serves as Deputy Chairman of the Board and 
Rotating Chairman of Huawei.

Mr. Xu Zhijun (Eric Xu)
Born in 1967, Mr. Xu holds a doctorate degree from Nanjing 
University of Science & Technology. Mr. Xu joined Huawei 
in 1993 and has served as President of the Wireless 
Network Product Line, Chief Strategy & Marketing Officer, 
Chief Products & Solutions Officer, Chairman of the 
Investment Review Board, Rotating CEO of Huawei, and 
Chairman of the SDC. Currently, Mr. Xu serves as Deputy 
Chairman of the Board and Rotating Chairman of Huawei.

Mr. Hu Houkun (Ken Hu)
Born in 1968, Mr. Hu holds a bachelor’s degree from 
Huazhong University of Science and Technology. Mr. Hu 
joined Huawei in 1990 and has served as President of 
the Marketing & Sales Dept in China, President of the 
Latin America Region, President of the Global Sales 
Dept, Chief Sales & Service Officer, Chief Strategy 
& Marketing Officer, Chairman of the Global Cyber 
Security and User Privacy Protection Committee 
(GSPC), Chairman of the BOD of Huawei USA, Deputy 
Chairman of the Board, Rotating CEO, and Chairman of 
the HRC. Currently, Mr. Hu serves as Deputy Chairman 
of the Board and Rotating Chairman of Huawei.
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Ms. Meng Wanzhou (Sabrina Meng)
Ms. Meng holds a master’s degree from Huazhong 
University of Science and Technology. Ms. Meng joined 
Huawei in 1993 and has held the positions of Director 
of the International Accounting Dept, CFO of Huawei 
Hong Kong, and President of the Accounting Mgmt 
Dept. Ms. Meng now serves as CFO of Huawei and 
Deputy Chairwoman of the Board.

In 2003, Ms. Meng established Huawei’s globally 
unified finance organization, and developed the 
standardized and unified organizational structure, 
financial processes, financial systems, and IT 
platforms.

Since 2005, Ms. Meng has led the founding of five 
shared service centers around the world, and she also 
promoted the completion of the Global Payment Center 
in Shenzhen, China. These centers have boosted 
Huawei’s accounting efficiency and monitoring quality, 
providing accounting services to sustain the company’s 
rapid overseas expansion.

Since 2007, Ms. Meng has been in charge of the 
Integrated Financial Services (IFS) Transformation 
Program, an eight-year partnership between Huawei 
and IBM. This transformation program helped Huawei 
develop its data systems and rules for resource 
allocation, operating efficiency improvement, process 
optimization, and internal controls. IFS also took 
Huawei’s financial management to a new level, creating 
new DNA for the company’s sustainable growth.

In recent years, Ms. Meng has focused on advancing 
fine-grained and comprehensive financial management 
at Huawei, working to align these efforts with the 
company’s long-term development plan. Ms. Meng has 
continually worked to improve treasury risk and tax 
compliance management systems, and has helped to 
make financial operations within the company more 
efficient, agile, and intelligent.

Mr. Ding Yun (Ryan Ding)
Born in 1969, Mr. Ding holds a master’s degree from 
Southeast University. Mr. Ding joined Huawei in 1996 
and has served as Product Line President, President of 
the Global Solution Sales Dept, President of the Global 
Marketing Dept, President of Products & Solutions, 
and CEO of the Carrier BG.

Mr. Yu Chengdong (Richard Yu)
Born in 1969, Mr. Yu holds a master’s degree from 
Tsinghua University. Mr. Yu joined Huawei in 1993 and 
has served as 3G Product Director, Vice President of the 
Wireless Technical Sales Dept, President of the Wireless 
Network Product Line, President of the European Area, 
Chief Strategy & Marketing Officer, Chairman of Huawei 
Device, and CEO of the Consumer BG.

Mr. Wang Tao (David Wang)
Born in 1972, Mr. Wang holds a master’s degree from 
Xi’an Jiaotong University. Mr. Wang joined Huawei in 
1997 and has served as R&D Manager in Wireless, 
Vice President of the UMTS Technical Sales Dept, Vice 
President of Technical Sales of the European Area, 
Managing Director of Huawei Italy and Switzerland, 
President of the Wireless Network Product Line, 
President of the Network Product Line, President of 
Products & Solutions, and Chairman of the Investment 
Review Board.

Mr. Xu Wenwei (William Xu)
Born in 1963, Mr. Xu holds a master’s degree from 
Southeast University. In 1991, Mr. Xu joined Huawei’s 
Research & Development, leading the development 
of the first generation of Huawei’s public program 
controlled switches. Mr. Xu also took charge of 
work related to chips, general technology, strategy 
planning, and research. He has served as President 
of the International Technical Sales & Marketing 
Dept, President of the European Area, Chief Strategy 
& Marketing Officer, Chief Sales & Service Officer, 
President of the Joint Committee of Regions, CEO of 
the Enterprise BG, and Chairman of the Investment 
Review Board. Mr. Xu is currently Huawei’s Chief 
Strategy Marketing Officer.

Ms. Chen Lifang (Catherine Chen)
Born in 1971, Ms. Catherine Chen graduated from 
Northwest University in China. She joined Huawei in 
1995 and has served as Chief Representative of the 
Beijing Representative Office, Vice President of the 
International Marketing Dept, Deputy Director of the 
Domestic Marketing Management Office, a member 
of the Board, President of the Public Affairs and 
Communications Dept, and Corporate Senior Vice 
President.
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Mr. Peng Zhongyang
Born in 1968, Mr. Peng holds a bachelor’s degree from 
Huazhong University of Science and Technology. Mr. 
Peng joined Huawei in 1997 and has served as Technical 
Service Engineer of the South China Area, Transmission 
Project Manager and Development Engineer of the 
Russia Representative Office, General Manager of the 
Yemen Representative Office, Assistant to President of 
the Middle East and Northern Africa Region, President 
of the Northern Africa Region, President of the China 
Region, and Vice President of the Corporate Leadership 
Mgmt Dept. Currently, Mr. Peng serves as President of 
the Corporate Leadership Mgmt Dept.

Ms. He Tingbo (Teresa He)
Born in 1969, Ms. He holds a master’s degree from 
Beijing University of Posts and Telecommunications. 
She joined Huawei in 1996 and has since served as 
Chief ASIC Engineer, R&D Director of HiSilicon, and 
Vice President of the 2012 Laboratories. Currently, she 
serves as President of HiSilicon and President of the 
2012 Laboratories.

Mr. Li Yingtao
Born in 1969, Mr. Li holds a doctorate degree from 
Harbin Institute of Technology. Mr. Li joined Huawei in 
1997 and has served as Chief of the Sweden Research 
Center, Director of the Product Mgmt Dept of Wireless 
Marketing, Director of the Research Dept of Products 
& Solutions, Director of the General Technology Office 
of Products & Solutions, President of the Central 
Research & Development Unit, President of the 2012 
Laboratories, and President of Products & Solutions. 
Currently, Mr. Li serves as President of Network 
Products & Solutions.

Mr. Ren Zhengfei
Born on October 25, 1944 into a rural family where both 
parents were school teachers, Mr. Ren Zhengfei spent his 
primary and middle school years in a remote mountainous 
town in Guizhou Province. In 1963, he studied at the 
Chongqing Institute of Civil Engineering and Architecture. 
After graduation, he was employed in the civil engineering 
industry until 1974 when he joined the military’s 
Engineering Corps as a soldier tasked to establish the 
Liao Yang Chemical Fiber Factory. Subsequently, Mr. Ren 
had taken positions as a Technician, an Engineer, and 
was lastly promoted as a Deputy Director, which was a 
professional role equivalent to a Deputy Regimental Chief, 

but without military rank. Because of his outstanding 
performance, Mr. Ren was invited to attend the National 
Science Conference in 1978 and the 12th National 
Congress of the Communist Party of China in 1982. Mr. 
Ren retired from the army in 1983 when the Chinese 
government disbanded the entire Engineering Corps. He 
then worked in the logistics service base of the Shenzhen 
South Sea Oil Corporation. As he was dissatisfied with 
his job, he decided to establish Huawei with a capital of 
CNY21,000 in 1987. He became the CEO of Huawei in 1988 
and has held the title ever since.

Mr. Yao Fuhai
Born in 1968, Mr. Yao holds a bachelor’s degree from 
the University of Electronic Science and Technology of 
China. Mr. Yao joined Huawei in 1997 and has served 
as Director of the Pricing Center, Vice President of 
the Business Process & IT Mgmt Dept, Vice President 
of the Strategy Cooperation Dept, Vice President 
of the Global Technical Sales Dept, and President 
of the Global Technical Service Dept. Currently, Mr. 
Yao serves as a member of the Board, Chief Supply 
Chain Officer, Director of the Group Procurement 
Management Committee, and President of the Global 
Procurement Qualification Mgmt Dept.

Mr. Tao Jingwen
Born in 1971, Mr. Tao graduated from Beijing 
University of Posts and Telecommunications. Mr. Tao 
joined Huawei in 1996 and has served as a product 
development engineer, Deputy General Manager of the 
Market Technology Section, Executive Deputy Director 
of the International Technical Sales Dept, Executive 
Vice President and President of the Sub-Sahara 
Region, President of the Global Technical Sales & 
Marketing Dept, President of Huawei Device, President 
of the West European Region, and President of the 
Quality, Business Process & IT Mgmt Dept.

Mr. Yan Lida
Born in 1970, Mr. Yan holds a bachelor’s degree from 
Tsinghua University. Mr. Yan joined Huawei in 1997 and 
has served as Vice President of the European Region, 
General Manager of the Japan Representative Office, 
and President of the East Asia Region. Currently, Mr. 
Yan serves as a member of the Board, President of the 
Enterprise BG, and a member of the ICT Infrastructure 
Managing Board.
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Mr. Li Jie (Jason Li)
Born in 1967, Mr. Li holds a bachelor’s degree in 
wireless communications and a master’s degree 
in computer image processing from Xi’an Jiaotong 
University. Mr. Li joined Huawei in 1992 and has 
served as an R&D engineer, General Manager of a 
representative office in China, General Manager 
of the Moscow Representative Office, President of 
the Commonwealth of Independent States Region, 
President of the Global Technical Sales Dept, President 
of the Global Technical Service Dept, President of the 
Human Resource Mgmt Dept, President of the Joint 
Committee of Regions, and President of the Corporate 
Leadership Mgmt Dept. Currently, Mr. Li serves as 
Chairman of the Supervisory Board and Chairman of 
the Audit Committee.

Mr. Zhou Daiqi
Born in 1947, Mr. Zhou graduated from Xidian 
University. Mr. Zhou joined Huawei in 1994 and has 
served as ATM Product Manager, Chief Engineer and 
General Manager of the Multimedia Dept, Director 
of the Hardware Dept, Chief of the Xi’an Research 

Center, and Director of the HR Branch of Products & 
Solutions. Currently, Mr. Zhou serves as Chief Ethics 
& Compliance Officer and Director of the Corporate 
Committee of Ethics and Compliance.

Mr. Ren Shulu (Steven Ren)
Born in 1956, Mr. Ren holds a bachelor’s degree from 
Yunnan University. Mr. Ren joined Huawei in 1992 
and has served as President of Shenzhen Smartcom 
Business Co., Limited, Chairman of the Capital 
Construction Investment Management Committee, 
and Chairman of the Internal Service Management 
Committee. Currently, Mr. Ren serves as Huawei’s Chief 
Logistics Officer.

Mr. Yin Xuquan
Born in 1964, Mr. Yin holds a master’s degree from 
Xi’an Jiaotong University. Mr. Yin joined Huawei in 1995 
and has served as President of the Southern Africa 
Region, Vice President of the Turnkey Business Dept, 
President of the Optical Network Product Line, HR 
Director of Sales & Services, and Vice President of the 
Global Procurement Qualification Mgmt Dept.

Members of the Supervisory Board

From the left in the first row: Mr. Zhou Daiqi, Mr. Li Jie, and Mr. Ren Shulu

From the left in the second row: Mr. Li Jin’ge, Mr. Song Liuping, Mr. Li Jian, Mr. Yi Xiang, Mr. Tian Feng, Mr. Li Dafeng, and Mr. Yin Xuquan
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Mr. Li Jin’ge
Born in 1968, Mr. Li holds a bachelor’s degree from 
Beijing University of Posts and Telecommunications. 
Mr. Li joined Huawei in 1992 and has served as 
Regional Vice President, Regional President, President 
of the Global Technical Sales Dept, President of the 
Sub-Sahara Area, a member of the Joint Committee of 
Regions, a member of the HRC, President of the Asia 
Pacific Area, a member of the Audit Committee, and 
President of the Internal Audit Dept.

Mr. Li Dafeng
Born in 1966, Mr. Li holds a bachelor’s degree from 
the Department of Radio Engineering, Changchun 
Institute of Posts and Telecommunications, and a 
master’s degree in signal and information processing, 
Harbin Institute of Technology. Mr. Li joined Huawei 
in 1996 and has served as Deputy Sales Director of 
the Beijing Office, General Manager of the Tianjin 
Office, General Manager of the Shijiazhuang Office, 
Deputy Director of the China Telecom Account Dept, 
Deputy Sales President of the Southern Africa Region, 
Director of the MTN Account Dept, President of the 
Eastern and Southern Africa Region, President of the 
Sales & Delivery Finance Mgmt Dept, President of the 
Middle East and Africa Area, and Director of the ICT 
Infrastructure Managing Board Office.

Mr. Song Liuping
Born in 1966, Mr. Song completed his postdoctoral 
research at Beijing Institute of Technology. Mr. Song 
joined Huawei in 1996 and has served successively 
as Manager of the Product Strategy Planning Dept, 
Director of the IPR Dept, Director of the External 
Cooperation Dept, PSST member, President of the 
Legal Affairs Dept, President of the Patent Review 
Board, Director of the Trade and Customs Compliance 
Committee, a member of the Disciplinary and 
Supervisory Sub-committee of the HRC, and a member 
of the AC and FC, Chief Legal Officer, and Chief 
Compliance Officer.

Mr. Tian Feng
Born in 1969, Mr. Tian holds a bachelor’s degree from 
Xidian University. Mr. Tian joined Huawei in 1995 and 
has served as General Manager of the Shijiazhuang 
Office, HR Director of the Domestic Marketing Dept, 

Director of the Market Finance Dept, EVP of the Middle 
East and Northern Africa Area, President of the Middle 
East Region, President of the China Region, CEO of 
Huawei Agisson, Vice President (acting) of the Human 
Resource Mgmt Dept, EVP of Huawei University, 
Director of the Institute of Education of Huawei 
University, Director of the Disciplinary and Supervisory 
Sub-committee of the HRC, an executive member 
of the Management Team of the Joint Committee of 
Regions, Director of the Subsidiary Board Directors 
Resources Bureau, President of the Central Asia and 
Russia Area, a member of the Management Team of 
the Corporate Leadership Mgmt Dept, a member of 
the AC, a member of the ICT Infrastructure Managing 
Board, Director of the Disciplinary and Supervisory 
Committee, President of the Asia Pacific Area, and a 
member of the Supervisory Board.

Mr. Yi Xiang (Steven Yi)
Born in 1975, Mr. Yi holds a bachelor’s degree from 
Wuhan University. Mr. Yi joined Huawei in 1998 and 
has served as General Manager of the Pakistan 
Representative Office, President of the Middle East 
Region, President of the Sales & Delivery Finance 
Mgmt Dept, Deputy CFO of Huawei, President of the 
Regions Mgmt Dept, and President of the America 
Area. Currently, Mr. Yi serves as President of the 
Middle East and Africa Area and a member of the ICT 
Infrastructure Managing Board.

Mr. Li Jian
Born in 1973, Mr. Li holds a master’s degree from Xidian 
University. Mr. Li joined Huawei in 2001 and has served 
as General Manager of the Nigeria Representative 
Office, General Manager of the Ghana Representative 
Office, President of the Western Africa Region, Special 
Assistant to President of Sales & Services, President 
of the Accounts & Regions Business Support Dept, 
President of the CEE & Nordic European Region, a 
member of the HRC, an executive member of the 
Management Team of the Joint Committee of Regions, 
Vice President of the Joint Committee of Regions, 
Global Process Owner of LTC, and President of the 
America Area. Currently, Mr. Li serves as President of 
the Europe Area, a member of the Management Team 
of the Corporate Leadership Mgmt Dept, and a member 
of the ICT Infrastructure Managing Board.
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Independent Auditor

An independent auditor is responsible for auditing a 
company’s annual financial statements. In accordance 
with applicable accounting standards and audit 
procedures, the independent auditor expresses an 
opinion as to whether the financial statements are true 
and fair.

The scope of the financial audit and the annual audit 
results are subject to review by the Audit Committee. 
Any relationship or service that may potentially affect 

the objectivity and independence of the independent 
auditor can be discussed with the Audit Committee. 
The independent auditor may discuss any issues 
identified or any difficulties encountered during 
the course of the financial audits with the Audit 
Committee.

KPMG has been Huawei’s independent auditor since 
2000.

Business Structure

Consumer BG

ICT Business Organizations

Group Functions

Carrier BG Enterprise BG
Network

Products &
Solutions

Cloud & AI
Products &

Services

 Regional Organizations Regional Organizations

Corporate Leadership 
Mgmt Dept PR & GR

Corporate 
DevelopmentStrategy Marketing

Legal Affairs Ethics & Compliance Internal Audit

Finance Cyber Security & User 
Privacy Protection

2012 Laboratories Supply Chain Huawei University Huawei Internal Service

Quality, BP & ITHuman Resources

To strengthen end-to-end operations management of 
our ICT infrastructure business, the company set up 
the ICT Infrastructure Managing Board, which is the 
primary owner of our business strategy, operations 
management, and customer satisfaction for ICT 
infrastructure business.

■ The Carrier BG and the Enterprise BG manage and 
support solution marketing, sales, and services 
that target carrier customers and enterprise/
industry customers respectively. The two BGs 
provide innovative, differentiated, and advanced 
solutions based on the business characteristics 
and operational patterns of different customers 
while continuously improving the company’s 
industry competitiveness and customer 
satisfaction.

■ Network Products & Solutions and Cloud & AI 
Products & Services are organizations that provide 
integrated ICT solutions to carriers and enterprise/

industry customers. They are responsible for 
product planning, development, and delivery 
as well as for building product competitiveness 
to deliver better user experience and support 
business success. The goal of Network Products 
& Solutions is to build the world’s best, most 
intelligent, and most cost-effective connections. 
The goal of Cloud & AI Products & Services is to 
create Huawei’s “fertile soil” for computing and 
cloud services to help build a fully connected, 
intelligent world.

■ ICT regional organizations are the company’s 
regional ICT business operations centers. They 
are responsible for developing and effectively 
leveraging regional resources and capabilities, 
and also for implementing the company’s ICT 
business strategy in their regions. The company 
has continuously optimized regional organizations 
and accelerated the delegation of more authority 
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to field offices. Command and on-site decision 
making authority has gradually been delegated 
to representative offices. To further improve 
efficiency and responsiveness to customer needs, 
the company is now piloting contract approval at 
the representative office level in some countries. 
While establishing closer partnerships with 
customers and helping them achieve business 
success, ICT regional organizations will develop 
ICT management systems, cyber security and 
privacy protection management systems, internal 
control systems, and compliance systems in their 
regions, and will continue to support the company 
in achieving profitable and sustainable growth.

To strengthen strategy and risk management and 
increase decision-making efficiency for the consumer 
business, the company set up the Consumer Business 
Managing Board, which is the primary owner of the 
business strategy, operations management, and 
customer satisfaction for the consumer business.

■ The Consumer BG focuses on serving device 
consumers and deals with all aspects of the 
consumer domain. This BG is responsible for 
business performance, risk controls, market 
competitiveness, and customer satisfaction in the 
consumer business.

■ The Consumer BG’s regional organizations are 
responsible for their overall business results, 
consumer satisfaction, and the brand image 

enhancement of regional consumer business. They 
need to gain insight into environmental changes 
and competition dynamics for the consumer 
electronics industry, and develop and implement 
regional consumer business plans and resource 
investment strategies. These organizations are 
also responsible for launching products, managing 
product lifecycles, planning and implementing 
marketing events, and developing and managing 
channels, retail outlets, and services in their 
regions. They also need to develop and maintain 
partnerships, create a favorable business 
environment, and ensure operational compliance 
and sustainable development of regional consumer 
business.

To gradually build a shared service platform to 
support the development of our multiple businesses 
and create an anchor for corporate policy execution, 
the company set up the Platform Coordination 
Committee. This committee is designed to push group 
functions to optimize their execution and operations, 
simplify cross-function operations, and strengthen 
collaboration, so that group functions will become the 
best service organizations available to support and 
promote business operations. Group functions provide 
business support, services, and oversight. They are 
positioned to offer accurate, timely, and effective 
services to field offices and strengthen oversight while 
delegating sufficient authority to them.

Improving the Internal Control System

Huawei continued to design and implement an internal 
control system based on its organizational structure 
and operating model. The internal control framework 
and its management system apply to all business 
and financial processes of the company and its 
subsidiaries and business units. The internal control 
system is based on the five components of the COSO 
framework: Control Environment, Risk Assessment, 
Control Activities, Information & Communication, and 
Monitoring. It also covers internal controls of financial 
statements to ensure their truthfulness, integrity, and 
accuracy.

Control Environment

A control environment is the foundation of an 
internal control system. Huawei is committed to a 
corporate culture of integrity, business ethics, and 

compliance with laws and regulations. Huawei has 
issued the Business Conduct Guidelines (BCGs) to 
identify acceptable business conduct. The BCGs 
must be observed by all employees, including senior 
executives. Regular training programs are offered, 
and all employees are requested to sign the BCGs to 
ensure that the BCGs have been read, understood, and 
observed.

Huawei has implemented a mature governance 
structure, with clearly defined authorization and 
accountability mechanisms. The governance 
structure comprises the Board of Directors (BOD), 
its committees, group functions, and multi-level 
management teams. Huawei clearly defines the roles 
and responsibilities of its organizations to ensure the 
effective separation of authority and responsibilities 
as well as checks and balances through mutual 
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oversight. The CFO of Huawei is in charge of internal 
controls. The business control department reports to 
the CFO for any possible defects and improvements 
already made in terms of internal controls, and assists 
the CFO in building the internal control environment. 
The internal audit department independently monitors 
and assesses the status of internal controls for all 
business operations.

Risk Assessment

Huawei has a department dedicated to internal 
controls and risk management to regularly assess 
risks to the company’s global business processes. 
This department identifies, manages, and monitors 
significant risks, forecasts potential risks caused by 
changes to the internal and external environments, and 
submits risk management strategies along with risk 
mitigation measures for decision making. All process 
owners are responsible for identifying, assessing, and 
managing business risks and taking necessary internal 
control measures. Huawei has instituted a mechanism 
for improving internal controls and risk controls to 
efficiently manage critical risks.

Control Activities

Huawei has established the Global Process 
Management System and the Business Transformation 
Management System, released the global Business 
Process Architecture (BPA), and appointed Global 
Process Owners (GPOs) in line with the BPA.

Responsible for building processes and internal 
controls, GPOs:

■ Identify key control points and the Separation of 
Duties Matrix for each process, and apply these to 
all regional offices, subsidiaries, and BUs.

■ Conduct monthly compliance tests on key control 
points and issue test reports to ensure continuous 
monitoring of the effectiveness of internal controls.

■ Optimize processes and internal controls based 
on business pain points and key requirements 
for financial statements. The aim is to improve 
operating efficiency and financial results, ensure 
operational compliance and the accuracy and 
reliability of financial statements, and help achieve 
business objectives.

■ Perform Semi-Annual Control Assessments 
(SACAs) to assess the overall process design and 
the effectiveness of process execution by each 

business unit, and then report the results to the 
Audit Committee (AC).

Information & Communication

Huawei has developed multi-dimensional information 
and communication channels to ensure the timely 
acquisition of external information from customers, 
suppliers, and other parties. It has also created formal 
channels for transferring internal information, and 
offered an online space, the Xinsheng Community, 
for employees to freely communicate their thoughts 
and ideas. Corporate management holds regular 
meetings with departments at all levels to effectively 
communicate management orientation to employees 
and ensure effective implementation of management 
decisions. All business policies and processes are 
available on the company’s Intranet.

Managers and process owners regularly organize 
training programs on business processes and internal 
controls to ensure that up-to-date information is 
made available to all employees. The company has 
established a mechanism for process owners at all 
levels to regularly communicate with each other, review 
the execution of internal controls, follow up on internal 
control issues, and implement improvement plans.

Monitoring

Huawei has established an internal complaint channel, 
an investigation mechanism, an anti-corruption 
mechanism, and an accountability system. The 
Agreement on Honesty and Integrity that Huawei 
has signed with its suppliers clearly stipulates that 
suppliers may report improper conduct by Huawei 
employees through the channels stipulated in the 
Agreement to assist the company in monitoring 
the integrity of its employees. The internal audit 
department independently assesses the overall 
status of the company’s internal controls, investigates 
any suspected violations of the BCGs, and reports 
the audit and investigation results to the AC and 
senior management. Huawei has also implemented 
a mechanism for internal control appraisals of GPOs 
and regional managers, holding them accountable and 
pursuing impeachment when and where necessary. The 
AC and the CFO regularly review the company’s internal 
control status, and receive reports on action plans 
for improving internal controls and plan execution 
progress. Both have the authority to request the 
relevant GPOs or business executives to explain their 
internal control issues and take corrective actions.
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Introduction

Our approach to sustainability management is customer-centric as always. By focusing on our sustainability strategy, 
we remain committed to contributing to society and helping to build a fully connected, intelligent world. Together with 
our partners, we bring ICT to every person, home, and organization, and develop innovative solutions to allow more 
people to benefit from digital inclusion. We also improve our capabilities in identifying, detecting, and preventing cyber 
risks to ensure robust and stable network operations. We make cyber security and user privacy protection the top 
priorities of our company and we continually intensify our efforts to improve in these areas. Our end-to-end product 
eco-design management helps reduce the environmental impact of our products throughout their lifecycles. We care 
for our employees, operate in compliance with all applicable laws and regulations, give back to local communities, 
and work with our partners to build a robust and healthy ecosystem.

Overview of Huawei’s Sustainability Initiatives in 2018

• Energy efficiency of major network products 
increased by between 15% and 26%

• Six of our mobile phones received the distinguished 
UL 110 for environmental friendliness

• 82.3% of returned products were reused
• Used about 932 million kWh of clean energy, 

representing an emissions reduction of about 
450,000 tons

• Invested more than CNY13.5 billion in employee 
benefits

• Appointed and trained compliance officers for over 
130 subsidiaries

• Over 140,000 people have passed Huawei’s Safety 
Passport certification

• Launched 177 community support programs 
around the world

Bridging the Digital Divide and Promoting 
Digital Inclusion

Promoting Environmental Protection

Supporting Network Stability and Enhancing 
Cyber Security and User Privacy Protection

Building a Healthy Ecosystem

• Huawei’s Three-Star solutions connect 100 million 
people in rural areas

• Huawei’s Mobile Money solution serves more than 
150 million users

• Huawei’s ICT academy covers 557 colleges across 
more than 60 countries and regions

• More than 4,700 students from 108 countries 
and regions have studied at Huawei as part of 
the Seeds for the Future program, which has just 
celebrated its 10th anniversary

• Guaranteed smooth communications for over 
one-third of the world’s population

• Provided 24/7 technical services for over 1,500 
networks across more than 170 countries and 
regions

• Signed cyber security agreements with over 3,400 
suppliers

• Obtained 11 international security certifications 
for major products

Responsible Partner

Supporting Network Stability
Supporting network stability is our paramount social responsibility. We strive to ensure that everyone is able 
to communicate, access data, and share information anytime, anywhere. Specifically, we have established a 
comprehensive customer network support system that covers a range of areas, including organizational structures, 
designated personnel, processes, and IT tools. To protect lives and property, we have established a mature business 
continuity management system, which provides contingency plans for emergencies (e.g., earthquakes and wars) and 
allows us to quickly restore customer networks and resume stable operations.

In 2018, we ensured smooth communications for over one-third of the world’s population, and supported the stable 
operations of over 1,500 networks in more than 170 countries and regions. We guaranteed network availability 
throughout more than 300 key events and natural disasters, including the Indonesian tsunami, the Hokkaido 
earthquake in Japan, Typhoon Mangkhut in China, the 2018 World Cup in Russia, and the Asian Games in Jakarta.
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Cyber Security and Privacy Protection

In today’s highly digital, intelligent world, guaranteeing 
cyber security and protecting privacy is critical for 
people to benefit from technological advances. We are 
fully aware of the importance of cyber security and 
privacy protection and hold these as our company’s 
top priorities. As such, we have actively invested in 
the research and development of new cyber security 
technologies and solutions.

In the future fully connected, intelligent world, cyber 
security will be essential for massive amounts of data 
to be transmitted across networks. The advent of 5G 
will accelerate this process, and the ICT industry will see 
a rapid technological transformation. As technologies 
become increasingly complicated and networks more 
open, Huawei will work with all of our partners to build 
a secure, intelligent world for customers and users. 
This will allow them to easily and securely enjoy the 
conveniences brought about by technological advances.

(For further details, see pages 54 to 57 of this Annual 
Report.)

Trustworthy, High-quality Products

Huawei’s products and solutions are used, securely 
and stably, in more than 170 countries and regions 
around the world, earning the trust of tens of thousands 
of customers. Today we find ourselves at the cusp of 
yet another great change. As cloud, intelligence, and 
software-defined everything become increasingly 
prevalent, demands are growing for trustworthy ICT 
infrastructure products. Trustworthiness is not just 
about producing quality results. It is about quality 
process – designing and creating products in an 
inherently quality way. Trustworthiness stems from 
verifiable quality – both in process and results.

Huawei will continue with broad quality management 
(i.e., ISO 9000-based total quality management). We 
are committed to ensuring that every ICT infrastructure 
product and solution we develop is completely 
trustworthy and of high quality. Some key areas we will 
work on include security, resilience, privacy, reliability, 
and availability. Our goal is to comprehensively enhance 
software engineering capabilities and practices and 
build trustworthy, high-quality products.

Business Continuity Management

As division of labor is common worldwide, more 
businesses and organizations, including those of our 
customers, have realized the importance of business 
continuity management. Over the past decade, Huawei 
has maintained its performance during major incidents 
like the tsunami in Japan, the flood in Thailand, the 
earthquake in Nepal, and ransomware attacks. This is 
one of the key reasons why more customers continue to 
choose Huawei as their partner.

Looking forward, Huawei will continue to improve our 
end-to-end business continuity management system 
for domains like procurement, manufacturing, logistics, 
and global technical services. This system covers 
the processes from suppliers to Huawei, and on to 
customers. This system can help ensure that all possible 
risks in our routine business operations are managed 
effectively.

(For further details, see page 47 of this Annual Report.)

Operational Compliance

It is essential to create a level playing field and maintain 
well-regulated business practices around the world. 
Therefore, trade compliance, cyber security, data 
and privacy protection, environmental protection, 
anti-corruption, and anti-bribery are drawing wider 
attention. These are also important issues that 
companies need to address in order to survive and thrive 
in the marketplace.

Operational compliance is the basic requirement for our 
company. We use the certainty of legal compliance to 
deal with the uncertainty of international politics. Legal 
compliance is the foundation upon which we survive, 
serve our customers, and contribute to the world. Huawei 
complies with all applicable laws and regulations of 
the countries and regions in which it operates, as 
well as any related international conventions. We 
have clearly defined compliance responsibilities, and 
selected, trained, and appointed compliance officers 
in all of our subsidiaries. We have also established 
oversight-oriented subsidiary boards to manage and 
oversee subsidiaries’ operational compliance.

(For further details, see pages 48 to 50 of this Annual 
Report.)
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Sustainability Footprint

Promoting Digital Inclusion

Digital technologies are valuable because they create new opportunities to connect and communicate, and improve 
the quality of our lives. They also offer unprecedented opportunities to revolutionize social and economic development 
and change the world.

Promoting digital inclusion is an extension of bridging the digital divide in the digital era. It is about empowering every 
person, home, and organization to access ICT without any barriers and using digital technologies to drive inclusive 
social and economic development.

Huawei has been investing in technological breakthroughs that make connectivity easier, simpler, and more 
cost-effective. We work with our customers to deploy our localized solutions around the world in order to transform 
the way people live and work.

According to the 2018 Huawei ICT Sustainable Development Goals Benchmark report, ICT technologies will help 
address global inequality and realize sustainable development goals (SDGs) set by the UN. As a contributor to the ICT 
industry, we believe that ICT will play a critical role in driving the rapid attainment of SDGs. With ICT infrastructure 
widely available, individuals and businesses will be able to access more information and enjoy more convenience 
and higher efficiency.

Promoting Digital Inclusion with Innovative Solutions

Innovative Three-Star solutions and applications

Huawei develops innovative solutions to help countries meet UN SDGs. Huawei’s RuralStar, PoleStar, and 
TubeStar solutions, collectively known as Three-Star, provide network coverage for 100 million people in 
rural areas. They also offer base stations that can make full use of the limited space in urban areas, saving 
about 800,000 square meters of floor space.

With the RuralStar solution, base stations are extremely simplified. Powered purely by solar energy, they 
can be installed on trees or wooden poles, and use 4G self-backhaul technology instead of expensive 
satellite or microwave technology. With the same amount of investment, this solution can provide twice 
the network coverage of traditional solutions.

The PoleStar solution helps build lightweight base stations. They can be installed on existing lamp poles, 
utility poles, and billboards. They do not require any additional space to be created for installation.

The TubeStar solution integrates an entire base station into a tube. It has the same capacity as a tower, 
but at a footprint of just two square meters, reducing the space required by 90%.
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Making Products More Energy-efficient

Huawei builds sustainability into the product development lifecycle. During product design, we explore how to use 
innovative solutions to design more energy-efficient products. To adapt to future network technologies and evolving 
architecture, we have also created innovative power-saving solutions that reduce power consumption and carbon 
emissions.

Huawei is committed to driving education 
digitization. With our ICT-enabled information 
sharing platforms, we provide quality education 
resources that are both public and free to help 
more students learn ICT technologies and 
products. This will help bridge the education 
divide and promote education equality.

In 2018, the Huawei ICT Competition attracted 
more than 40,000 students from over 800 
universities across 32 countries and regions, 
including China, the UK, Spain, Italy, Russia, 
Australia, Mexico, South Africa, Egypt, Saudi 
Arabia, the United Arab Emirates, Pakistan, and 
India. This event has driven collaboration between 
Huawei and universities on talent cultivation and 
helped build a global talent ecosystem.

Huawei ICT Competition

Award winners of the Huawei ICT Competition

Huawei’s hybrid power solution integrates 
enhanced digital and AI technologies. In Africa, 
for example, the solution helped dramatically 
cut the total cost of ownership (TCO), making 
it possible to build wireless base stations in a 
more economical manner. In addition, this helped 
customers halve both their fuel costs and carbon 
emissions. After deploying the Huawei PowerCube 
1000, a carrier in Ethiopia saw annual fuel savings 
of 12 million liters and annual carbon emissions 
reduced by 10,000 tons.

Huawei’s Hybrid Power Solution Helps Carriers Cut Power Consumption

Huawei’s hybrid power solution that helps build 
out networks in remote regions

By the end of 2018, the Huawei PowerCube 1000 solution had been widely applied across 93 countries and 
regions and provides telecom energy services for more than 130 carriers, helping Huawei earn customer 
trust and support. In the future, Huawei will continue to ramp up innovation and provide reliable and efficient 
hybrid power solutions that help carriers quickly deploy base stations and achieve greater business success.

At the awards ceremony of the 21st AfricaCom, held in November 2018, Huawei’s hybrid power solution 
PowerCube 1000 received the Best Sustainable Power Solution award. The solution helps to provide stable 
power supply in a green, intelligent, and cost-effective manner and connect remote regions to the digital 
world.
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Green Operations

Huawei is committed to ensuring our business is environmentally friendly. This is reflected by our low-carbon campus 
management. We have adopted initiatives to reduce our energy consumption and CO2 emissions, such as implementing 
an energy management system, making managerial and technological improvements, and using clean energy. These 
efforts help us minimize the environmental impact.

In 2018, we referred to industry best practices and encouraged our campus management suppliers to manage energy 
more efficiently. This includes setting procedures and control parameters for any common facilities that have a major 
impact on energy consumption; identifying other variables that affect energy efficiency, like temperature changes and 
staff capacity; and setting and analyzing the parameters of the energy management system to ensure controls are 
effective. In 2018, we implemented more than 150 energy-saving programs on our campuses, saving over 50 million 
kWh of electricity and reducing carbon emissions by about 47,000 tons.

In 2018, Huawei continued with its clean 
energy plan. We actively worked with 
electricity suppliers and engaged with 
gas power plants that have clean energy 
capacity, which provided us with gas power 
to run our campuses. In 2018, we used about 
932 million kWh of electricity from clean 
energy sources, representing an emissions 
reduction of about 450,000 tons.

We also estimated campus demand for 
electricity in 2019 and urged our electricity 
suppliers to negotiate with multiple gas 
power plants. We managed to purchase 1.19 
billion kWh of gas power, which is expected 
to reduce carbon emissions by more than 
560,000 tons.

In 2018, Huawei introduced over 800 shuttle 
buses to its campuses in China. These 
buses use renewable energy, replacing 
buses with diesel engines. This is expected 
to cut annual CO2 emissions by about 32,000 
tons.

Using Clean Energy to Reduce Emissions

Statement regarding 2019 greenhouse gas emissions reduction

 

  WE Assure Your Excellence！ 

 
   

The GHG emission reduction statement  
of Huawei Technologies Co., Ltd. and Huawei 

Machine Co., Ltd. planing to purchase natural gas 
power generation replacing traditional coal-fired 

power generation in year 2019 
 
 

GHG emission reductions have been verified in accordance with the 
principles and requirements of ISO 14064-2: 2006. 
  

  
Total Amount of  
GHG Emissions 

568529 tCO2e 

Project Description To realize the green park business strategy, reduce 
the Parks’ operational GHG emissions, and to achieve 
sustainable development, Huawei Technologies Co., 
Ltd. and Huawei Machine Co., Ltd. intend to use 
clean and low-carbon natural gas power generation to 
replace traditional coal-fired power generation in year 
2019. Huawei Technologies Co., Ltd. and Huawei 
Machine Co., Ltd. intend to purchase 1194.6243 
million kWh natural gas power generations from SEC 
Power Sales & Service Co., Ltd. in 2019, which will 
reduce GHG emissions by 568529 tCO2e. 

Baseline Carbon Emission 
Intensity 

The weighted average carbon emission intensity of 
the coal-fired generating units of annual contract 
power (including annual bilateral negotiation and 
annual concentrated bidding) of SEC Power Sales & 
Service Co., Ltd. in 2019 is 0.89953 tCO2 / MWh. 

Carbon Emission Intensity 
of Each Power Generation 

Unit  

The actual annual completion value of the most recent 
year (2017) 

  
Statement Date  December 7, 2018 

  
Annex Emission reduction calculation process tables. 

 

总经理：           
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Circular Economy

During product design, Huawei fully considers how to fully utilize resources and maximize resource recovery, from 
manufacturing and recycling to reuse. We have worked with industry leaders and researched the dismantling and 
reuse of scrapped products. We have also categorized the materials that can be reused before reprocessing. This 
has increased the reuse rate of recycled products and components and reduced the amount of raw materials Huawei 
needs to acquire.

During product use, we fully consider customer needs. We have extended product lifecycles with cost-effective 
maintenance solutions and software updates. This has ensured that necessary support and maintenance are 
provided for legacy products and increased the use rate of Huawei products. It has also cut the use of raw materials 
and reduced the environmental impact of our products.

Huawei proactively fulfills our extended producer 
responsibility. We have developed a global 
recycling system for consumer products and 
offer consumers channels for recycling their 
used electronics products. This helps reduce the 
environmental impact, such as pollution, caused 
by scrapping electronic products. We have also 
organized recycling initiatives to give consumers 
a better understanding of Huawei’s recycling 
channels, and invite them to participate in the 
recycling process. These efforts have contributed 
to a circular economy. By the end of 2018, we had more than 1,300 recycling stations in 48 countries and 
regions around the world.

Recycling website in China: https://consumer.huawei.com/cn/support/recycling/
Recycling website outside China: https://consumer.huawei.com/en/support/recycling/

In 2018, we further scaled up our product trade-in program to lower the purchase cost of new products 
while increasing the reuse rate of old products. In China, we also introduced a new online program: 
credit-based recycling, where we give users coupons in return for recycling. We also established 193 new 
trade-in stations. Outside China, our trade-in program is available in nine countries, including Russia, 
Italy, Germany, and the United Arab Emirates. We recycled more than 140,000 phones worldwide through 
the trade-in program.

Online trade-in platform in China: https://www.vmall.com/recycle
Online trade-in platform in the UK: https://www.hihonor.com/uk/tradein/index.html

Building a Recycling System for Consumer Products

Huawei’s global green recycling platform
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To explore preventive healthcare programs, Huawei worked closely with its healthcare and insurance 
partners. We piloted a “health bonus points” program to encourage employees to do more exercise such 
as walking, jogging, yoga, and swimming. Participants could claim rewards with the points they collected. 
The awards are typically fitness products or services such as healthy meals, healthy drinks, and health 
insurance. The program was warmly welcomed by our employees, reinforcing Huawei’s philosophy that 
everyone should care for their own health.

Raising Employees’ Health Awareness

Health promotion activities

Safe Operations

In accordance with ISO 14001 and ISO 45001 standards, customer requirements, and applicable laws and regulations, 
Huawei implements an EHS management system in all countries and regions where it operates. The system covers 
leadership, planning, organization and capability support, process operations, performance evaluation, and 
continuous improvement. Huawei’s EHS guidelines are Safety First, Green Environment, and Caring for Employees. 
Based on these guidelines, we have established layered EHS management teams and systems, regularly detected 
EHS risks, established corresponding controls, and made ongoing improvements. We have also passed our EHS 
requirements on to the executives of our suppliers, with reward and accountability measures in place. This way, we 
were able to help our suppliers improve their EHS capabilities.

Caring for Employees

Dedicated, outstanding employees are Huawei’s treasure and the source of our company’s value creation. Huawei fully 
respects employees’ interests. We create fair opportunities to enable employees to grow together with our company. 
We also create an efficient, comfortable, and caring workplace, in which our employees can receive reasonable 
awards while living a happy, rich life.

To prepare for the uncertainties around the world, Huawei has increased its investment in employee benefits and 
established a robust health and safety assurance system. In 2018, Huawei focused more on preventive healthcare 
and developed an integrated platform by pooling internal and external healthcare resources. This platform served as 
an umbrella of protection for Huawei employees around the world, providing them with access to different channels 
and healthcare services and more effectively protecting them from health risks.
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Developing a Healthy Supply Chain

Huawei has been working closely with suppliers to develop a healthy ecosystem and promote sustainability within 
the industry. In 2018, we continued with our Quality First strategy and integrated sustainability into this strategy. 
Sustainability was given more weight throughout supplier certifications, performance evaluation, and procurement 
decisions. We worked more closely with customers, suppliers, and industry organizations to improve the sustainability 
of suppliers through procurement activities. In addition, we rolled out more supplier training programs to encourage 
them to share and learn from each other, and drive suppliers to improve their sustainability capabilities, reduce risks, 
and make the supply chain more competitive.

Indonesia’s Manpower Ministry presents an award to Huawei

We have enhanced EHS management in 
project delivery. Specifically, we actively 
embraced digital technologies to manage EHS 
risks. By monitoring key risks in real time, 
deploying pre-warning functions based on 
pre-set parameters, and taking measures in 
advance, we were able to prevent numerous 
risks. To drive suppliers to improve their 
EHS capabilities, we ran a supplier EHS 
capability development program, covering 
EHS leadership improvements, process 
management, capability assessments, reward 

EHS Management in Project Delivery

and accountability systems, etc. To improve the EHS awareness and skills of operating staff, we developed 
an EHS video tutorial covering multiple scenarios. In addition, we used AI technology to identify EHS 
violations. We continued to nurture our EHS culture in order to improve the awareness of all employees.

In the meantime, we stepped up efforts to pass our EHS requirements for project delivery on to our 
suppliers. We held EHS Golden Seeds training for regional staff to teach them how to reduce EHS risks, 
prevent major EHS incidents, and prompt suppliers to improve their EHS capabilities. As a result, we 
developed best practices in supplier EHS self-management, which improved suppliers’ leadership and 
self-management capabilities regarding EHS. In 2018, more than 140,000 Safety Passport holders were 
registered in Huawei’s online system.

We encourage suppliers to learn from each other through benchmarking. We seek to create a strong and 
competitive learning atmosphere where suppliers can learn from each other during competition. Each 
supplier has unique experiences and capabilities. We identified some topics that we and our suppliers 
were both concerned about and organized face-to-face workshops to discuss them. Experts were also 
invited to the discussions and online and offline learning groups were established. Through peer learning 
and benchmarking activities, suppliers gained excellent experiences and learned the best practices quickly 
and at a low cost. In recognition of this practice, Huawei won the Best Practices Award from the United 
Nations Global Compact Network China.

Encouraging Suppliers to Quickly Adopt Best Practices through Peer Learning

Peer learning and benchmarking session
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Social Contributions

Huawei is committed to creating value for the communities where we operate. We collaborate and innovate together 
with our partners to continuously create positive impacts and solve economic, environmental, and social problems. 
We believe that the development of communications networks can connect the unconnected and make it possible to 
access information across borders. This will be conducive to local social and economic development. We also work 
with governments, customers, companies, and non-profit organizations to roll out projects aimed at giving back to 
local communities and protecting the environment. We expend a lot of effort into providing education opportunities 
and developing skilled ICT workforces. In addition, we make different types of donations to the countries and regions 
in which we operate. All these efforts contribute to the development of local communities.

2018 was the 10th anniversary of Huawei’s flagship program – Seeds for the Future. This program seeks to 
cultivate young people and acts as a bridge of communication between different countries and cultures. 
Through this program, Huawei shares ICT knowledge and experience we have gained during our global 
business operations and allows young people from different countries to learn about cutting-edge ICT 
technologies and related knowledge. They will, in turn, drive the development of local ICT industries and 
contribute to the progress of the global ICT industry.

By the end of 2018, more than 4,700 students from 108 countries and regions visited and studied at Huawei 
headquarters as part of the Seeds for the Future program.

For more information, please visit:

https://www.huawei.com/en/about-huawei/sustainability/win-win-development/social-contribution/seeds-for-the-future

Seeds for the Future Program

For further details, please see the complete Huawei 2018 Corporate Sustainability Report.

Seeds for the Future participants gain hands-on experience
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Abbreviations, Financial Terminology, and Exchange Rates

Abbreviations

Abbreviation Full Name

3GPP 3rd Generation Partnership Project

5GAA 5G Automotive Association

AAU Active Antenna Unit

AI Artificial Intelligence

AII Alliance of Industrial Internet

API Application Programming Interface

AR Augmented Reality

ARM Advanced RISC Machine

B2B Business to Business

B2C Business to Consumer

B2H Business to Home

BBF Broadband Forum

BCGs Business Conduct Guidelines

BCM Business Continuity Management

BG Business Group

BOD Board of Directors

BPA Business Process Architecture

CAGR Compound Annual Growth Rate

CCSA
China Communications Standards 
Association

CFO Chief Financial Officer

CGU Cash-Generating Unit

CNCF Cloud Native Computing Foundation

COSO 
Committee of Sponsoring Organizations 
of the Treadway Commission

CPE Customer Premise Equipment

CPU Central Processing Unit

CSR Corporate Social Responsibility

CUVA China UHD Video Industry Alliance

DC Data Center

DPO Days of Payables Outstanding

DSO Days of Sales Outstanding

DSP Digital Signal Processor

EHS Environment, Health, and Safety

EI Enterprise Intelligence

EMEA Europe, the Middle East, and Africa

EMS Electronics Manufacturing Services

EMT Executive Management Team

eMTC
enhanced Machine Type 
Communications

ERM Enterprise Risk Management

ETSI
European Telecommunications 
Standards Institute

FC Finance Committee

Abbreviation Full Name

FVOCI
Fair Value Through Other 
Comprehensive Income

FVPL Fair Value Through Profit or Loss

GDPR General Data Protection Regulation

GIO Global Industry Organizations

GIS Geographic Information System

GIV Global Industry Vision

GNTC Global Network Technology Conference

GPO Global Process Owner

GPU Graphics Processing Unit

GSMA
Global System for Mobile 
Communications Association

GSPC
Global Cyber Security and User Privacy 
Protection Committee

HD High Definition

HPC High-Performance Computing

HRC Human Resources Committee

IAS International Accounting Standards

ICT
Information and Communications 
Technology

IDN Intent-Driven Network

IEC
International Electrotechnical 
Commission

IEEE
Institute of Electrical and Electronics 
Engineers

IEEE-SA IEEE Standards Association

IETF Internet Engineering Task Force

IFAA
Internet Finance Authentication 
Alliance

IFRS
International Financial Reporting 
Standards

IFS Integrated Financial Services

IIC Industrial Internet Consortium

IoT Internet of Things

IP Internet Protocol

IPR Intellectual Property Right

ISO
International Organization for 
Standardization

ISP Internet Service Provider 

IT Information Technology

ITO Inventory Turnover

ITU International Telecommunication Union

KPI Key Performance Indicator

LTC Lead to Cash
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Abbreviation Full Name

LFDL Linux Foundation Deep Learning 

LFN Linux Foundation Networking

LTE Long Term Evolution

MIMO Multiple-Input Multiple-Output

NB-IoT Narrowband Internet of Things

NFC Near Field Communication

NFV Network Functions Virtualization

NPU Neural Network Processing Unit

NSA Non-Standalone

O&M Operations and Maintenance

OCI Open Container Initiative

ONAP Open Network Automation Platform

OPNFV Open Platform for NFV

OWS Operation Web Services

OXC Optical Cross Connection

PC Personal Computer

POB Performance Obligation

PUE Power Usage Effectiveness

PV Photovoltaic

Abbreviation Full Name

R&D Research and Development

ROADS
Real-time, On-demand, All-online, DIY, 
and Social

ROI Return on Investment

SA Standalone

SACA Semi-Annual Control Assessment

SDC Strategy & Development Committee

SDG Sustainable Development Goal

SDN Software-defined Networking

SLA Service Level Agreement

SoC System on a Chip

TCO Total Cost of Ownership

TUP Time-based Unit Plan

VoLTE Voice over Long Term Evolution

VR Virtual Reality

VRIF Virtual Reality Industry Forum

WFA Wi-Fi Alliance

WTTx Wireless to the X

WWRF Wireless World Research Forum 

Financial Terminology

Inventory turnover days (ITO)

Inventories at the end of the year divided by cost of 
sales, and multiplied by 360 days

Days of payables outstanding (DPO)

Trade payables at the end of the year divided by cost of 
sales, and multiplied by 360 days

Cash flow before change in operating 
assets and liabilities

Net profit plus depreciation, amortization, exchange 
loss, interest expense, loss on disposal of property, 
plant and equipment and intangible assets, and 
other non-operating expense, less exchange gain, 
investment income, gain on disposal of property, 
plant and equipment and intangible assets, and other 
non-operating income

Exchange rates

CNY/USD 2018 2017

Average rate 6.6362 6.7453

Closing rate 6.8561 6.5222

Operating profit

Gross profit less research and development expenses, 
selling and administrative expenses, plus other 
(expenses)/income, net

Cash and short-term investments

Cash and cash equivalents plus other current investments

Working capital

Current assets less current liabilities

Liability ratio

Total liabilities expressed as a percentage of total assets

Days of sales outstanding (DSO)

Trade receivables plus contract assets at the end of 
the year divided by revenue, and multiplied by 360 days
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EXHIBIT D





Pushing a car out of mud

In March 2008, a Huawei logistics manager went onsite with the 
supplier to survey the warehouses and road conditions of a new 
project on Indonesia's Kalimantan Island. Because of poor road 
conditions, the team's car got stuck in deep mud. Working together, 
the team all got out and pushed the car free, so they could continue 
moving forward.

Photo by Lai Leiyu, from a logistics site survey



Creating a communications bridge 
for tropical rainforest inhabitants

In April 2010, there were no highways or feasible means of air 
transport in the tropical rainforests of Colombia. Despite the scorching 
heat and suffocating undergrowth, Huawei employees carried 
communications base stations up the mountains on their shoulders, 
connecting 2,759 local inhabitants to the rest of the world.

Photo by Jhon Jairo Monedero, from site transportation operations



Commitment at 6,500 meters above 
sea level

In August 2007, Huawei helped customers build sites at 5,200 
and 6,500 meters of Mount Everest. The weather on the plateau 
changed constantly, and the sites were frequently buffeted by wind 
and snow. Huawei employees broke down the loads of goods and 
materials needed for the sites and carried them up the mountains 
on their shoulders or in their hands. After ten days of hard work, the 
team built a mobile network that provided coverage for all major 
mountaineering routes and camps.

Photo of a base station at 6,500 meters of Mount Everest



Photo by Chen Yong, from a site in the Alps

Network cutover on a windy and 
snowy Christmas night

During the 2010 Christmas holidays, Huawei spent months migrating 
wireless base stations for its customers in the Alps. During the 
winter, the mountain passes were sealed by heavy snow, dozens of 
centimeters thick. To ensure their progress, the project team and 
local employees gave up their holidays, battled the severe cold, and 
successfully completed delivery as planned.



Heroes are forged, not born.

During World War II, the famous IL-2 kept flying even after being 
riddled by anti-aircraft shells and machine-gun fire from other planes. 
Although badly damaged, it finally made its way back home.
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Ren Zhengfei's International 
Media Roundtable

January 15, 2019  Shenzhen, China
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To kick this off, it will be great if you can give a little 

background on how your experience in military shapes 

your management style with Huawei. And the tie 

with that is, now that Huawei is under a bit of scrutiny 

worldwide, how are those ties with the military 

impacting Huawei's future as it continues to grow?

Ren: I joined the military during China's Cultural 

Revolution. At that time, there was chaos almost 

everywhere, including in agriculture and the industry. The 

country was facing very difficult times. These difficulties 

were reflected in people's diets and clothing. I remember 

that, in 1962, at the most difficult of times, every 

Chinese person was allotted only one-third of a meter of 

cloth. That amount could be used only for patching. So I 

never wore clothes without patches when I was young.

The central government hoped that every Chinese 

person could get at least one decent piece of clothing 

every year, so they decided to introduce the most 

advanced equipment from a French company called 

Technip Speichim and build a large synthetic fiber 

factory. This was used to produce some synthetic fibers 

with the hope that every Chinese person could be given 

synthetic fabric clothes. The factory was situated in a 

northeast city called Liaoyang, which is along a river 

called the Taizi River. The conditions there were very 

harsh. Back then, China was in complete chaos, and 

01
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the central government was trying to mobilize local 
engineering teams for the construction of that factory. 
However, no team answered the call. Therefore, the 
government had to mobilize military teams to build the 
factory.

It was a very advanced set of equipment from the 
French company, and the engineering capabilities of the 
military were not up to the task. I had been to college, 
and people like me could play a role in that project.

When we just arrived at the site, it was dozens of 
square kilometers, and there was no housing at all. So 
everyone slept on the grass, and it was in July or August. 
Later, the factory got some funding and built some 
shabby housing that provided little shelter from the 
rain and wind. You can image how harsh the conditions 
were. If you ask me how I felt back then, I would say: 
First, we had been given access to the world's most 
advanced technology. That French company had a 
very high level of automated controls that no Chinese 
companies had. This was the first time that I had learned 
what the world's most advanced technology looked like.

Second, we learned to endure hardship. Our housing 
was very shabby, so we constantly felt cold as it couldn't 
protect us from the wind. Just imagine, the temperature 
could drop to minus 28 degrees Celsius. China was 
facing huge economic challenges at that time. The 
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supply of meat and cooking oil was very limited. For 
ordinary people living in Northeastern China, their 
monthly supply of cooking oil was around 150g. There 
was no supply of fresh vegetables at all, so we had to 
pickle some vegetables like cabbages and radishes we 
got in autumn in large concrete pots, and rely on pickled 
foods for six months at a time. Our staple food was 
sorghum. It was far from delicious. So in a nutshell, we 
learned from the world's most advanced technology 
while living a life that could be seen as primitive. That's 
how I felt back then.

But I was happy then, because if you read too many 
books in other parts of the country, you could get 
criticized. The factory was probably one of the few places 
that people could read. We had to read to understand 
how this modern equipment worked. At the time, I was 
a technician of a company in the military, and then I 
became a deputy director of a small construction research 
institute with just twenty plus people. That's actually a title 
equivalent to a deputy-regimental level. My dream back 
then was to reach the military rank of Lieutenant-Colonel 
before China disbanded its military forces. Unfortunately, 
that did not happen. So I'm just a veteran without a 
military rank.
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I have a question regarding your personal experience. 
It is reported that you participated in the National 
Congress of the Communist Party of China back in 
1982. How come you attended that conference, and 
what is the relationship between Huawei and the 
Communist Party of China today?

Ren: When we built the synthetic fiber factory, we 
ran short of a kind of instrument used to test the 
advanced equipment. One technician with the Shenyang 
Automation Research Institute told me that he saw 
similar instruments when he traveled abroad, and he 
described to me what they looked like. 

Through mathematical inference, I was able to 
produce a design of the instrument in question. But 
I was not 100% sure if my mathematical inference 
was correct, so I went to consult a professor with the 
Northeastern University of China. His name was Li 
Shijiu. I wanted to confirm whether the inference made 
sense. The professor affirmed my inference. In the end, I 
invented that instrument.

That's also the time when the "Gang of Four" was 
smashed and the country was trying to find readily 
available examples to demonstrate that science 
and technology were valuable. My little invention 
was exaggerated into something really big and it 
was promoted in various media outlets, including 

02
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newspapers, magazines, movies, etc. And because of 
such massive publicity, luckily I was chosen to be a 
member of the National Science Conference.

If you are aware, that's a time when you had to 
be a CPC member even to become the head of a 
cooking team in the military. I was selected to attend 
the National Science Conference, but I was not a CPC 
member. My supervisor felt that was really strange, so 
with the help of party organizations, I became a CPC 
member. The reason I was not a member was not 
because I didn't do my job well enough. It was because 
of my family background.

My father was labeled as a "capitalist roader". For 
this, he was actually locked up in a cow barn at one 
point in time. You know, for an educated person back 
then, an intellectual, his or her background or history 
would be much more complicated than that of a cadre 
among farmers and workers. It was because of such 
close scrutiny of my father that he was in such a difficult 
situation for over 10 years before his name was cleared. 
And because of this family connection, there was no 
possibility for me at the time to become a CPC member.

After I joined the party in 1978, China encouraged 
leaders to have "four qualities": young, professional, 
educated, and revolutionary. I happened to meet the 
requirements, and was recommended to be a member 
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of the 12th National Congress of the Communist Party 

of China. And in the end, I was selected. Unfortunately, I 

was too young to truly understand what the big reform 

was all about in that historical moment. That was really 

a pity. I was a complete technical geek back then. Today, 

I still love my country. I support the Communist Party of 

China. But I will never do anything to harm any other 

nation.

As I understand, over the last few weeks or months, 

it must have been very stressful for you. Thank you 

for taking the time to talk with us today. I want 

to ask a question about security. Security incidents 

occur a lot recently. The security concerns raised by 

governments such as the US and Australia are not 

about the capabilities of Huawei's technologies. 

These governments appear to be concerned that 

every company in China, fundamentally Huawei, 

is under the authority of the Communist Party of 

China. If the Communist Party requires Huawei to do 

something, the company has to obey. I'm wondering, 

what assurances can you give foreign customers that 

Huawei is able to protect the safety of their networks 

or protect the confidentiality of information? Under 

the legal circumstances of China, what can Huawei 

say to customers about the limits of its abilities to give 

03
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assurances about that?

Ren: The first point I want to make is that over the past 
30 years, our products have been used in more than 170 
countries and regions, serving more than 3 billion users in 
total. We have maintained a solid track record in security. 
Huawei is an independent business organization. When 
it comes to cyber security and privacy protection, we are 
committed to siding with our customers. We will never 
harm any nation or any individual. Secondly, China's 
Ministry of Foreign Affairs has officially clarified that no 
law in China requires any company to install backdoors. 
Neither Huawei, nor I personally, have ever received 
any requests from any government to provide improper 
information.

Pardon me. I'm not arguing with you. Any government, 
the United States or Australia, would say you are a 
company that sells networks. A customer has to trust 
a vendor with the most secret information about how 
a national telecommunications network operates. 
Suppose, for instance, the Ministry of State Security 
were to come to Huawei to ask Huawei to give 
information about a foreign country to the Ministry 
of State Security. Legally, there's nothing Huawei can 
do to refuse. Huawei must obey. So what can and will 
Huawei do to reassure customers?

Ren: Can I sell Huawei to you?
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Yes, I did just buy a Huawei product.

Ren: If you cannot afford [to buy Huawei], I would 
probably have to shut the company down. Customer-
centricity has been at the very core of Huawei's business 
operations since our founding. We will never do anything 
to harm the interests of our customers. Apple is an 
example we look up to in terms of privacy protection. 
We will learn from Apple. We would rather shut Huawei 
down than do anything that would damage the interests 
of our customers in order to seek our own gains.

I was hoping to ask you about your daughter, Meng. 
It's been just more than one month since she was 
detained in Canada. I was just wondering how you're 
feeling knowing this was an [extradition] request? 
And tell me if you feel that your daughter has been 
targeted because she is your family member and 
because of her position in Huawei?

Ren: As you must be aware, the case of Meng Wanzhou 
right now is in legal proceedings. So, we'd rather leave 
it to legal proceedings. I won't provide much comment 
about it here.

As Meng Wanzhou's father, I miss her very much. 
And I'm deeply grateful to the fairness of the Honorable 
Justice, William Ehrcke. I'm also much grateful to 

04



10

Ren Zhengfei's International Media Roundtable

Prosecutor John Gibb-Carsley and Prosecutor Kerri 

Swift. I also thank the Alouette Correctional Centre for 

Women for its humane management. Thanks to Meng 

Wanzhou's cellmates, for treating her kindly.

I also appreciate the consular protection that the 

Chinese government has provided in safeguarding the 

rights and interests of Meng Wanzhou as a Chinese 

citizen. I trust that the legal systems of Canada and the 

United States are open, just, and fair, and will reach a 

just conclusion. We will make our judgment after all the 

evidence is made public.

You are the father of Ms. Meng. And now your 

daughter has been treated like this. You mentioned 

just now you trust the legal proceedings. But is it 

because Meng is part of your family that she is being 

targeted by US and Canada? What's your personal 

feeling?

Ren: You know, I certainly do not have access to the 

email correspondences between the US Department of 

Justice and the Canadian Department of Justice. Maybe 

in the future when they make this evidence public, I will 

see whether it is because Meng is my daughter that she 

is being targeted. We will wait to see more evidence that 

will be made public in the proceedings that follow.

05
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I just want to follow up on the answer you gave 
to Joseph in which you mentioned Apple, in your 
response. You were referring to the case when Apple 
was asked to hand over evidence from an iPhone and 
they took it to court. Is that what you will do if there 
was a request from the Chinese government for data 
from the networks? Just a second one, let's say, topic. 
What kind of correspondence do you have with the US 
authorities around some of the other engagements 
that may let you back in the market? What have the 
conversations been? And what is coming up for the 
very thing?

Ren: We don't have any channels for communicating 
with the US government, and, honestly, we don't know 
much about each other. Regarding what would happen 
if the implied cyber-security case occurred, I believe I 
have made myself very clear: We will never harm the 
interests of our customers.

A couple of points have been raised already regarding 
issues which foreign nations may consider as causes 
of concern for Huawei, namely military background, 
affiliations with the Communist Party, etc. Another 
primary concern foreign nations have is that the 
government somehow has ownership for Huawei. 
Huawei claims to be an employee-owned company, 

06
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but the exact way that the shares are spread out 
among its employees is still secret. If you were to make 
that information public or even make Huawei public, 
you would surely have resolved all the suspicions, so 
why do you keep the shareholding structure private?

Ren: First, I think there are very few success stories 
where public companies become strong and big. Capital 
tends to be greedy. Whenever there is an immediate 
interest, capital tends to take it away, and that would 
certainly compromise the long-term pursuit of ideals. 
We are a private company, so we are able to remain 
committed to our long-term ideals.

Ever since we were a relatively small company, with 
just several hundred employees, we have focused all of 
our efforts in one direction. Even as we grew larger, to 
several thousand, tens of thousands, or even today with 
over 100,000 employees, we have maintained the same 
focus as we move forward.

Our annual R&D investment has reached 15 to 20 
billion US dollars. Over the next five years, we are going 
to invest a total of more than 100 billion US dollars into 
R&D. Public companies, however, are unlikely to do this, 
because they focus on making their balance sheets look 
good. What matters more to Huawei is the future industry 
structure. Our decision-making system is different from 
public companies. It is very simple, and we are working 
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hard to make the information society a reality.

Here, I also have a piece of information to share with 

you. We have 96,768 shareholding employees. Just a 

few days ago on January 12, we completed the election 

of the new representatives of shareholding employees 

at 416 polling stations across over 170 countries and 

regions. The entire process of this election lasted 

about one year. We first communicated our Articles of 
Governance  to all employees. Through those efforts, 

our employees became more familiar with how the 

corporate governance structure of this company works.

Then, we nominated candidates at different tiers 

of our organization. All candidates then gave some 

presentations to win the support of the constituency. 

At that time, they were only nominated, not yet 

elected. Then the list of nominated individuals was put 

together, and submitted to a higher-level department 

for review. Feedback from more shareholding employees 

was collected. After that, we had a certain level of 

convergence, meaning the list of individuals was 

narrowed down. And then that shortlist was subject to 

reviews, discussions, and deliberations at higher levels of 

the company, which also took into account the opinions 

of people around those individuals. The shortlist then 

got shorter. This list was reported to the Election 

Committee, then it was sent back again, further polished 
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and narrowed down to a list of roughly 200+ individuals. 

This list was published on our internal information 

sharing platform to collect employee feedback, and then 

the list of candidates was finalized.

On January 12, we completed the voting – the 

election – of our shareholding employee representatives 

around the world. Over the past few days, our 

messengers around the world have been taking 

those votes back to Shenzhen. The Representatives' 

Commission is the highest decision-making authority 

in Huawei, and the company is owned by our 96,768 

shareholding employees. Our shareholding employees 

are currently working at Huawei or are retired former 

employees who have worked at Huawei for years. 

There is no single individual that owns even one cent 

of Huawei's shares without working at Huawei. There is 

no external institution or government department that 

owns our shares, not even one cent's worth. We have 

a shareholding registry that lists the shares held by our 

shareholding employees. Journalists who are interested 

are welcome to take a look at it.

I myself am the founder of this company. At the time 

when I wanted to found Huawei, I did not have enough 

money. When I got demobilized from the military, 

my ex-wife and I received a total of CNY3,000 as 

compensation from the military. At the time, a minimum 
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of CNY20,000 was required as registered capital to start 

a company in Shenzhen. By pooling funds from different 

people, I managed to get CNY21,000 to register Huawei.

Today, the total number of shares that I personally 

have within Huawei is 1.14%, and the stake that Steve 

Jobs had in Apple was 0.58%. That means there is still 

potential for my stake to be further diluted. I should 

learn from Steve Jobs.

Last year, it was reported that the African Union said 

there was infiltration from the Chinese side on their 

equipment based in Ethiopia. And we also learned that 

some of the equipment used by the African Union was 

provided by Huawei. Do you have any comment on 

that? You have said that Huawei will never harm the 

interest of any customer or individual. Suppose one, 

either Chinese or foreigner did something illegal here 

in China, and they left some trace on their Huawei 

smartphone, for example. Huawei, just like any 

other company, is supposed to provide support and 

cooperate with public security authorities because it is 

required by the law. Then in that case, would Huawei 

cooperate? Then, imagine that one Chinese or one 

foreigner committed a crime in countries outside of 

China, what would be Huawei's actions in those cases?

08
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Ren: For Huawei employees, whether they are Chinese 
or non-Chinese, if they violate local laws, we'll always 
cooperate with the investigations. We stand strongly 
against any behavior that violates laws and regulations. 
Within Huawei, we have a very sound internal and 
external compliance management system. The idea 
is to prevent those wrongdoings or bad things from 
happening. Those who commit violations will be 
disciplined by our compliance department. Huawei may 
grow even bigger in the future. In the cloud era, our 
society is becoming more and more complex. If we do 
not govern our behavior through discipline, we might 
get overwhelmed.

For the breach of equipment used by the African 
Union, it had nothing to do with Huawei.

Following up on that and about how Huawei 
implements its disciplinary actions, just last week, a 
member of Huawei's staff was arrested in Poland on 
suspicion of spying. Huawei has fired that employee 
already without waiting for the trial, without waiting 
for the evidence to move forward. Whereas in Canada, 
where Meng Wanzhou was arrested in December, 
Huawei appears to at least stand by her and is still, in 
a sense, putting trust in her innocence. So why was the 
decision made to fire the employee in Poland? Why 

09
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has that action not been taken in Canada?

Ren: Both cases are in the judicial process, and I'm not 
in a position to make further comments other than the 
information available from our official statements.

My question is more related to Huawei's business. In 
light of recent developments, especially where some 
European countries have also stopped using Huawei's 
equipment based on the concerns on cyber security, 
what impacts will this have on Huawei's business? 
What actions and plans does Huawei have in mind or 
what do you think Huawei should be doing to address 
this kind of situation and to sustain its business in those 
markets, like Europe, US, and other Five Eyes countries?

Ren: First, it has always been the case that some 
customers accept Huawei and others don't. This is 
nothing new at all. If only a handful of congressmen 
decide that Huawei should not be accepted, then that 
does not represent the entire government. We can reach 
out to talk with the right stakeholders. If those individual 
opinions become orders coming from a government, 
then we may have to stop our sales there.

One of the major topics currently in question is 5G. If 
you look at 4G, I do not believe there was any controversy 
or debate about it. So, for products where there is no 
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such debate, we will continue working to drive our sales. 

Some countries have decided not to buy equipment from 

Huawei. Therefore, we can shift our focus to better serve 

countries that welcome Huawei. We can build high-

quality networks in those countries to prove that we are 

trustworthy. Therefore, it's like a peaceful race from a 

technical point of view, and I think that's fair.

Chinese foreign ministry arrested two Canadian 

citizens on national security charges. Yesterday, a court 

pronounced a death sentence for a Canadian who 

was accused of drug charges. Some people outside 

of China suggested that these two Canadians were 

detained basically as hostages in connection with the 

arrest of Meng Wanzhou in Canada, and the drug 

case might have been influenced by that case. How 

do you feel having people say this sort of thing about 

your company or that you are personally connected to 

Chinese government taking hostages to help you or 

that there might be some political influence on this 

drug case to help your company? How does that make 

you feel?

Ren: I don't know the whole story about this case, and it 

is not related to Huawei in any way.

11
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I was wondering about the rollout of 5G networks 
in coming years. There are a number of countries 
taking a lead from apparently the United States to 
put new restrictions on Huawei's participation in 
5G, and perhaps even more broad restrictions on 
top of that. I was just wondering, last week Polish 
officials stated they would like a unified position with 
NATO with regards to Huawei. In light of these new 
potential restrictions, what does this mean for Huawei 
knowing that it might be effectively locked out from 
a significant chunk of the world's telecommunications 
networks in the future, both from a business sense and 
a reputational sense? And how will Huawei contend 
with these restrictions?

Ren: To start with, I'm not sure how far this proposal 
will go, and whether or not Poland is able to push it 
through. I think countries like France and Germany 
might have a greater say in NATO.

So I'm not sure if Poland can get its proposal accepted. 
Even if they get what they want, it does not matter so 
much to Huawei. Because, as you know, we are not a 
public company – we aren't overly concerned about 
beautiful numbers, or a nice-looking balance sheet. If we 
are not allowed to sell our products in certain markets, 
we would rather scale down a bit. As long as we can feed 
our employees, I believe there will always be a future for 
Huawei.

12
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As I mentioned, right now our R&D investment 

averages 15–20 billion US dollars per year. That puts 

Huawei in the top 5 position across all industries in 

the world in terms of R&D intensity. In total, we have 

been granted 87,805 patents. In the United States, we 

have registered 11,152 core technology patents. We are 

actively involved in 360+ standards bodies, where we 

have made more than 54,000 proposals.

So we are the strongest in terms of telecommunications 

capabilities. I believe people will make their own 

comparison in the end between countries that choose 

Huawei and countries that don't work with Huawei. Of 

course, there is no way we can control their choice.

In terms of 5G, we have signed 30-plus commercial 

contracts today, and we have already shipped 25,000 

5G base stations. We have 2,570 5G patent families. 

I believe that, as long as we develop very compelling 

products, there will be customers who will buy them.

If your products are not good, no matter how strong 

you go for publicity, nobody will buy them. So what 

matters to Huawei more is working to streamline our 

internal management, improve our products, and 

improve our services. I think that's what we should work 

on to address the challenges of this changing world.

There are only several companies in the world 
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working on 5G infrastructure equipment, and not many 
companies are engaged in microwave technology. 
Huawei is the only company in the world that can 
integrate 5G base stations with the most advanced 
microwave technology. With that capability, our 5G base 
stations don't even need fiber connections. Instead, 
they can use superfast microwave to support ultra-wide 
bandwidth backhauls. This is a compelling solution that 
makes a lot of economic sense. It works best for sparsely 
populated rural areas. 

We should not presume that rural areas are poor. A 
lot of villa districts in the US tend to be in the countryside. 
Without fiber, how can they enjoy an 8K resolution TV 
experience in the future? If Huawei is not involved in 
this, these districts may have to pay very high prices in 
order to enjoy that level of experience. By then, things 
might become very different. Those countries may 
voluntarily approach Huawei and ask Huawei to sell 
them 5G products rather than banning Huawei from 
selling 5G systems. We are a company that is customer-
centric; therefore I think it is possible that we will sell our 
equipment to them.

Mr. Ren, I just want to go back to a point you made 
earlier. You said that if there was a request by the 
government to access data, to create backdoors and 

13
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networks, then you would deny it. You would not 

comply. Considering that you are a member of the 

Communist Party, how could you deny what they are 

asking for? What means do you have to actually fight 

against any request from the Chinese government to 

do any of these things? What assurance would you 

be able to give to your customers that if there was a 

request for something along those lines you would 

actually be able to fight it?

Ren: We are a company, and we are a business entity. 

The values of a business entity are such that it must 

be customer-centric and the customer always comes 

first. We are a business organization, so we must follow 

business rules. Within that context, I can't see close 

connections between my personal political beliefs and 

the business actions we are going to take as a business 

entity. I think I already made myself very clear earlier. 

We will certainly say no to any such request. After 

writing this quote in your story, maybe 20 or 30 years 

down the road, if I am still alive, people will consider this 

quote and check my behavior against it, as well as the 

behavior of our company.

This one just follows up the previous one asked. Like 

you mentioned, Apple went to court against the 

government. Is there a system here such that you can 

take the government to court to fight such requests?
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Ren: If I or Huawei deny those requests, I think it should 
be the government in question that files litigation 
against Huawei, not the other way around. Whether or 
not the government would file such litigation, I don't 
know.

The trade war developing with the US seems to have 
moved beyond just a trade war, and the term "Cold 
War" has come up a bit. Looking at the technology 
camps – GSM and CDMA, years ago I participated in 
CDMA. What are your thoughts on the two technology 
camps? Do the US and China lead these camps in 
technology, which is facing tailwinds similar to what 
we see in mobile platforms like Android and iOS?

Ren: I want to use the example of railways to answer 
this question. We once had diversified standards, 
with a narrow track, standard track, and wide track. 
This added many difficulties to the transportation 
industry throughout the world. Similarly, in the area of 
communication, we also have gone through a period 
where different standards coexisted. That also increased 
the deployment costs of the networks. We have seen 
that for 3G and 4G. In order to unify communications 
networks, we have worked hard to come up with a 
unified global standard. I think the 5G standard serves as 
a very good foundation for humanity to move toward an 

14
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intelligent world. Arbitrarily dividing technology into two 

different camps will only harm the interests of the world. 

I believe the ideals of the technological community 

and scientists, as well as the wisdom of political figures 

coming together, will determine the future of humanity. 

Personally, I strongly support unified global standards.

I'd like to follow up my colleague from Associated 

Press's question on the detained Canadians and the 

case of the Canadian who was just sentenced to death. 

I know some of these cases don't have anything to 

do with Huawei, but the perception is that they do 

have a connection to Huawei. I'm wondering if you 

could comment on whether you think this helps or 

hurts Madam Meng's chances for her release. And 

then, on that, I just wanted to talk a little bit about 

your personal relationship with Madam Meng, as 

your daughter, and how that's translated into the 

workplace at Huawei.

Ren: Personally, I don't see any connection between 

those cases and the case of Meng. In Meng's case, I 

believe we just need to leave the outcome to the proper 

legal proceedings.

As far as the relationship between me and Meng as 

father and daughter, I would say, it's a close relationship 

15
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in some aspects and not so close in others.

Why do I say it's not so close? Throughout her 
childhood, I was in the military, which means that each 
year I was away for 11 months, spending one month 
with my family. Meng had to go to school, and after 
school, she had to do her homework. Therefore, our 
connection during her childhood and adolescence was 
not that strong. In addition, when I started Huawei, I 
had to fight for the survival of this company, spending 
16 hours a day in the office. I have one son and two 
daughters, and I do not think my relationship with them 
was very close. As a father, I feel indebted to them. I 
once talked to all of them, asking if they would prefer 
we spent more time together as a family. The alternative 
I gave them was that I would build a platform upon 
which they could grow. Their response was, alright, 
we would choose a platform for our professional 
development.

Within Huawei, Huawei's management system is one 
based on processes. Processes are cold things, and I do 
not directly supervise Ms. Meng's responsibilities, so we 
don't have a strong connection in the workplace, either. 
Of course, maybe after my retirement in the future, I will 
try my best to compensate for these things.
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Follow-up question on that: You talked about 
retirement. Do you have any plan right now to retire? 
And the two other questions are related to the United 
States. You mentioned earlier that you do not have 
access or channels to talk to the US government. Right 
now we have so many foreign media outlets and 
journalists here. What is the message that you want 
to communicate through us to the US government? 
Trump also mentioned or tweeted that he could 
intervene in Meng's case if that would serve the trade 
negotiations with China. What would you say about 
that? And how do you feel about Donald Trump as a 
person?

Ren: To your first question, the timing of my retirement 
will depend on when Google can invent a new medicine 
that will allow people to live forever. I'm waiting for that 
medicine.

To your second question, the message to the US 
that I want to communicate is collaboration and 
shared success. In our high-tech world, it is increasingly 
impossible for any single company or even any single 
country to do the whole thing.

In the industrialization era, maybe one nation alone 
would have all the capabilities needed to produce 
a complete textile machine, a complete train, or a 
complete ship. We are in a world of information. In 
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an information society, interdependence between 

one another is very significant. And it is these 

interdependencies that drive society to progress even 

faster. The information society we are going to see will 

be massive. And for any single market opportunity, 

it cannot be sustained or supported by any single 

company. Instead, it calls for the concerted efforts of 

thousands or even tens of thousands of companies 

working together. 

As for your third question, for President Trump's 

comment that he might intervene in the case of Meng 

Wanzhou, we need to wait and see whether he acts 

upon this. Right now I can't make a judgment about 

that.

And then for President Trump as a person, I still 

believe he's a great president, in the sense that he 

was bold to slash taxes. I think that's conducive to the 

development of industries in the U.S.

With the increasing adoption of AI in industry and 

also in the management of companies, traditional 

challenges like trade unions, social welfare issues, and 

possible strikes might be mitigated.

Reducing taxes is conducive to encouraging 

investment. It is like digging a trench in the ground, 

which makes it easy for water to flow into that trench. 
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However, it's also important to treat all countries and all 
companies – which are potential investors – nicely, so 
that they will proactively invest. Benefits from increased 
investment can offset loss of revenue from tax cuts for 
the government.

If countries or companies are frightened, let's say, by 
the detention of certain individuals, then those potential 
investors might be scared away, and the favorable 
environment created by tax cuts will not perform to 
expectations.

Many people are saying that the suspicion around 
Huawei's 5G in Europe and the United States is not 
all about technology. It is about politics as well. Some 
people even argue that Huawei perfectly embodies the 
Cold War going on between China and the US. What 
do you have to say about that?

Ren: First, I would say Huawei is not that important. 
We are like a small sesame seed, stuck in the middle 
of conflict between two great powers. What role can 
we play? The trade conflict between China and the 
US has not had a major impact on our business. We 
are expected to continue our growth in 2019, but that 
growth won't be greater than 20%.

Second, some people in the West believe that 
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Huawei's equipment is stamped with some sort of 

ideology. That's as silly as people smashing textile 

machines back during the industrial revolution, as they 

thought advanced textile machines would disrupt the 

world. We only provide equipment to telecom operators, 

and that equipment doesn't have an ideology. It is 

controlled by telecom operators, not by Huawei. So I 

definitely hope that people do not go back to the old 

days of the industrial revolution when textile machines 

were being smashed.

You were talking earlier about the need for the 

telecom industry worldwide to be integrated and be 

interconnected. Let's look at what happened to your 

state-owned rival ZTE last year when sanctions of 

America shut down the company's production. Are 

you worried that something similar might happen to 

Huawei if the US were to impose sanctions? Will it 

stifle Huawei's business? Secondly, I read that when 

Huawei was still young, and just a manufacturer of 

telephone switches, you had a meeting with Jiang 

Zemin when you told him that telephone switches 

were related to national security, and that a country 

without its own telephone switches is a country 

without its own military. I just want to ask, what do 

you mean by that? Maybe you still think domestically 
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producing telecoms equipment is vital to China's 
national security?

Ren: We have been investing heavily in R&D for years, 
and we have extended great effort. We are a company 
that is different from ZTE. What has happened to ZTE, 
I believe, will not happen to Huawei. On top of that, 
we have made it clear in our corporate policy and 
fundamental business principles that we must abide 
by all applicable laws and regulations in the countries 
where we operate, including all applicable export 
controls and sanction laws and regulations of the 
United Nations, the United States, and the European 
Union. We are committed to building and improving our 
compliance system.

If this type of situation did happen to Huawei, it 
would impact Huawei, but I think the impact would not 
be very significant. That is because I believe telecom 
operators around the world would continue to trust us.

Let me give you some examples. One example 
is the tsunami that happened in Japan. There was 
nuclear leakage in Fukushima. People were evacuated 
from the affected areas, but Huawei employees went 
to the affected areas to restore telecommunications 
equipment. Huawei employees risked their lives and 
restored 680 base stations within two weeks. That was a 
really important lifeline, especially in those difficult times. 
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Meng Wanzhou also flew from Hong Kong to Japan 
during that time. There were only two passengers on 
that flight. Huawei is a company that does not run away 
in the face of disasters. Instead, we march toward those 
disaster-stricken areas.

The second example is a tsunami that happened 
in Indonesia. 47 Huawei employees restored 668 base 
stations in affected areas within 13 hours, supporting the 
disaster relief efforts.

Another example is the 9.1-magnitude earthquake 
that happened in Chile. Three Huawei employees 
were out of touch at the epicenter of the earthquake. 
The local team sought my opinion when they were 
about to send a rescue team. I thought there could be 
subsequent earthquakes and I feared that there would 
be even greater losses if we were to send the rescue 
team. We decided to wait patiently. Finally, those three 
individuals managed to contact their supervisor. That 
supervisor told them where microwave equipment was 
broken. And then those three individuals returned to 
repair the microwave equipment. We then shot a short 
movie based on their experience. Afterwards, I went to 
Chile and talked with those employees. The richest man 
in Chile gave me a box of very good wine as a gift. I 
gave it to the three employees.

The other example is Africa. In a lot of African 
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countries, there is not only war, but also very serious 
disease. A lot of Huawei employees have contracted 
malaria. A great number of Huawei employees often 
go to war- or disease-affected areas to do their job. We 
have pictures to prove it. If you are interested, we can 
have our public relations staff send them to you.

We're able to do these things partly because we 
are not a public company, so we can work truly for 
our ideals, and for the greater good of society. Public 
companies tend to focus more on their financial 
numbers. So no matter how harsh the conditions are, 
we have committed ourselves to working for the bigger 
ideals of society.

I also visited a village near Mount Everest at an 
altitude of 5,200 meters, as well as the base stations 
nearby. I told everyone that, if I'm personally afraid 
of death, how could I motivate my people to charge 
forward?

If Huawei were a public company, I think a lot of 
behavior that I shared with you just now would not have 
been possible. Over the past 30 years, Huawei has made 
very admirable contributions to the progress of people 
around the world, especially people living in poor and 
remote areas. Some of our people have even sacrificed 
their lives. Those people should never be forgotten. 
Likewise, we should not forget the contributions that 
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Huawei has made to society. More importantly, we 

shouldn't allow suspicion to confuse the facts.

For your second question, President Jiang Zemin once 

came to visit Huawei. That was a time when Huawei 

was very, very small, and the floor, made of cement, was 

still wet, not even dry yet. President Jiang did not give 

any specific instructions. I have never heard of what you 

mentioned just now. But he did encourage us to work 

harder.

Who do you have in mind to succeed you as the CEO 

of Huawei? The second question is about your roles in 

setting Huawei's culture, which is known for, it's very 

aggressive, with high standards, and is described by 

people as "wolf culture". What's your role in shaping 

Huawei's culture? Why is Huawei's culture important?

Ren: The only reason Huawei exists is to serve our 

customers. Authority is the propellant and lubricant that 

drives our shared values. Those who will succeed at the 

highest levels of leadership and those who will hold 

the authority in their hands will serve as the propellant 

and lubricant for driving our shared values forward. If 

authority is not tempered by constraint, it will hinder or 

even destroy our shared values. Therefore, our Articles 
of Governance  are designed with the idea of realizing 
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a division of authority, shared progress, and checks and 
balances. This will ensure that the authority flows in a 
closed loop, and renews itself with every circulation.

The company cannot place its future squarely on the 
shoulders of any single individual. If this person runs 
into trouble, then wouldn't that mean our company's 
operations would halt? In light of the future uncertainties 
in the environment where we survive and thrive, we 
must stick to collective leadership so that we can 
overcome one difficulty after another, and continually 
achieve success. 

The vitality and continuity of this collective leadership 
mechanism will be achieved through orderly succession. 
As I mentioned earlier, this year, we completed an 
election that was attended by 96,768 employees across 
170 countries and regions. This whole governance 
structure is meant to form a new institution of authority. 
Therefore, it is the succession at an institutional level 
that we are looking at and using to guarantee that 
our shared values, essentially customer centricity and 
customer value creation, are safeguarded and inherited.

We have several layers of different governance 
bodies. For each level of governance, the roles and 
responsibilities are focused and clear. There are divisions 
of authority, while at the same time checks are 
conducted and balance is maintained. That will help 
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prevent authority from becoming too concentrated.

In addition, this helps prevent authority from being 
used without constraint and stops it from being abused. 
For example, one governance body within Huawei is 
what we call the Core Elite Group. The members of 
the Core Elite Group used to be board members and 
members of the Supervisory Board. The Core Elite 
Group is intended to safeguard the long-term interests 
of Huawei, and also is entrusted with the authority to 
select governance leaders. We drew inspiration from a 
famous European management guru, Fredmund Malik, 
when we designed this governance structure. We also 
drew inspiration from the governance structure of other 
established companies throughout Europe and around 
the world.

Board members are selected based on meritocracy. 
Their responsibility is to grow more crops or increase 
the fertility of our soil. They are supposed to lead the 
company forward. Seniority does not matter when we 
select board members. Members of the Supervisory 
Board are selected based on integrity. They oversee the 
performance of the board members and other senior 
executives. This is what we mean by authority flowing 
in a closed loop and renewing itself through every 
circulation.

We currently have three rotating chairmen. Each of 
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these takes turns to be in charge for six months. During 
those six months, that individual is the highest leader in 
Huawei. But this highest leader is also subject to the law 
of our company. The law is our Articles of Governance , 
and the authority of the Rotating and Acting Chairman 
is also subject to our collective decision-making 
mechanism. In other words, the Rotating and Acting 
Chairman has the right to propose a motion. These 
motions are then subject to discussion among the three 
rotating chairmen before they can be presented to the 
Executive Committee of the Board of Directors.

The Executive Committee consists of seven executives. 
They will vote, and a majority must be achieved before 
any motion can be then presented to a plenary session 
of the Board of Directors. During a plenary session of 
the Board of Directors, we also follow the principle of 
majority. No motion can become a board resolution 
until it passes voting or a decision is made at the plenary 
session.

Apart from the rotating chairmen, we also have a 
Chairman of the Board. The Chairman of the Board 
chairs the Representatives' Commission to ensure rules 
set out in the Articles of Governance  are followed by the 
Executive Committee and the whole Board of Directors.

We also have the Supervisory Board, which supervises 
the behavior of board members. So to your question, I 
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don't know exactly who my successor will be. Successors 

will naturally appear during this circulation, and this 

process of renewing authority. It's not someone that I 

appoint. I am not a king.

I just want to ask about your business outlook for the 

year. I notice this is not typically being the method 

for Huawei's business, but how much is at the front 

of your mind, given that some of your European 

competitors are struggling, the likes of Ericsson for 

example? Would that help you to diversify your 

business? Can you give us your revenue outlook for 

2019 that you are targeting?

Ren: In 2019, we might face challenges and difficulties 

in the international market. That's why I said earlier 

that our growth next year would be less than 20%, 

and I think our annual revenue for 2019 will probably 

be around 125 billion US dollars. We will not take 

advantage of the difficulties that our peers like Nokia 

and Ericsson are facing, in order to seize their market 

shares. I also think that the macro environment is in 

their favor, because there are restrictions on Huawei in 

some countries, but there are no restrictions on those 

companies. Therefore, I believe they may have more 

opportunities than Huawei.
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Several questions related to the PLA. What is the 

relationship between Madam Sun Yafang and Chinese 

Ministry of State Security, and how does that relate to 

Huawei? Second, what is your business collaboration 

with the PLA, or PLA-related institutions? If yes, what 

type of products do you provide to them? Third, is 

there any R&D collaboration or partnerships between 

Huawei and PLA-affiliated institutions?

Ren: For the first question, the biography of Madam 

Sun Yafang is available on Huawei's website. Second, we 

are probably selling a small amount of civilian products 

to the PLA, but I don't know the exact number, because 

it is not our major customer. Third, we don't have any 

R&D collaboration or partnerships with the PLA-affiliated 

institutions.

You were talking about President Donald Trump and 

the investment environment in the US. What are your 

views on the issues of trade war which is the access of 

American companies to the Chinese market? Currently 

foreign investment in the sector where Huawei is 

involved, which is cloud, is quite restricted. Do you 

think China should open up the access for foreign 

companies, and what impacts will this have on Chinese 

technology companies?

21
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Ren: I'm a person that always advocates open policies; 

however, I'm not the one who is making decisions.

I can share several stories with you. In 2003, there 

was litigation between Huawei and Cisco that drew wide 

attention at the time. Back then, Huawei was still a fairly 

small company. That was, I would say, an overwhelming 

case that we had to deal with, and I personally felt 

enormous pressure, which was mainly attributable to 

a lack of experience. However, even back then, I didn't 

try to win the case by inciting nationalistic sentiments 

against Cisco. Several years later at an airport meeting 

that I had with John Chambers, he told me that he 

was aware of Huawei's attitude towards Cisco at the 

time. This is because we believe that China, as a nation, 

would only have hope once it opens up and implements 

reform. The country should not close its door simply 

because of one company, Huawei.

When unexpected huge incidents happened, like US 

companies that suddenly decided to stop buying Huawei 

phones, some people in China said we should do the 

same to Apple's iPhones in China. My opinion was 

that the Chinese government should not take similar 

measures against Apple in China. The national interests 

or policies around economic reform and opening up 

cannot be sacrificed for the benefit of Huawei. Even in 

light of the recent setbacks we encountered in some 
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Western countries, we still support China, as a country, 
to become even more open. I think China can become 
more prosperous only when it becomes more open, and 
continues to press ahead with its reform agenda.

Wrap-up by Ren: I want to thank every one of you for 
spending so much time listening to me. I know I do not 
always speak very precisely, but I think this has been a 
fantastic opportunity for us to get to know each other 
better.

I also believe there will be future opportunities for us 
to meet with each other. Maybe we can deep dive into 
some of your questions in the future. I think today we 
covered a lot of topics, and by asking broader questions, 
I think you have done me a favor. I'm usually more 
concerned about interrogation-type questions with many 
follow-up questions. After our meeting today, I think we 
can drink coffee together some time and have some 
more casual talks. However, please don't make those 
casual talks into headlines. I believe we will have more 
heart-to-heart talks. Once again, my sincerest thanks to 
all of you.
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Huawei has run into some difficulties lately. Can I ask, 

have you done a systematic assessment, internally, to 

determine whether your years of investment in R&D are 

going to be enough to overcome these difficulties?

Ren: I would say that more than a decade ago, we 

foresaw the difficulties that we might encounter today. 

We have been preparing for more than a decade. So, 

we have not been caught completely off guard for the 

challenges we face. We will certainly be affected by 

these challenges, but the impact will not be very large. 

They will not cause us any major problems.

Given the current environment, what do you think 

about the importance of independent innovation?

Ren: I have never liked the term "independent 

innovation". I think that science and technology are the 

shared wealth of humankind. We have to stand on the 

shoulders of our predecessors. This is the only way to 

shorten our journey to becoming the world's frontrunner. 

Aside from farmers who work the land, people shouldn't 

insist on doing everything by themselves.

If you mean the spirit of independent innovation, then 

I support it. That means where other people have created 

something, we should respect their intellectual property, 

obtain their permission for our use, and pay for it. If we 

want to do it again, then we still need permission, and 
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we still need to pay them. That's what the law says. Of 
course, scientists are all independent innovators. What 
I'm talking about here are engineering innovations for a 
company like Huawei.

I would like to follow up on that: What is Huawei's 
worst-case plan for this current wave of anti-
globalization?

Ren: Changes in the external environment don't have 
that much of an impact on us. We are confident that our 
products are better than anyone else's. You couldn't make 
people not want to buy them, even if you wanted to.

I'll give you a few examples: There are very few 
equipment vendors who can do 5G, and Huawei does 
it the best. There are not many vendors who can make 
microwave transmission equipment, and Huawei has the 
most advanced. Combining a 5G base station with the 
most advanced microwave technology? There is only one 
company that can do it, and that's Huawei. We are going 
to combine our 5G base stations with microwave transport 
into a single unit. Our 5G base stations don't even 
need fiber connections. Instead, they can use superfast 
microwave to support ultra-wide bandwidth backhauls.

In the past, some have said that this technology 
is only suited for rural areas. But 5G demands ultra-
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broadband and microwave delivers ultra-broadband. 

It works for a wide range of Western countries, too. In 

most Western countries people live in separate, detached 

houses. If they want to watch high-definition 8K TV, 

and access high-speed data, then they need to buy our 

equipment. Of course, they can choose not to buy from 

us. Then they will have to pay a very high price to set up 

some other network.

Our technological breakthroughs have also generated 

many market opportunities for us. They have given us a 

lot of what we need to survive. So we aren't as worried 

as everyone outside Huawei seems to imagine.

For a long time now, the most common accusation 

from the West against Chinese companies, including 

Huawei, has been that they steal intellectual property. 

What do you think about this?

Ren: I can't speak on behalf of all Chinese companies. 

I can only represent Huawei. Huawei has been involved 

in several major legal cases in the US, and they have 

all been resolved with positive results. Huawei today 

has 87,805 patents, of which 11,152 are US patents. 

Our technologies and patents are valuable to the 

information society in the US. We have reached 

patent cross-licensing agreements with many Western 
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companies. Huawei cannot speak for other companies, 

but for ourselves, we absolutely respect other people's 

intellectual property.

Why does China not have companies like Qualcomm, 

which use their intellectual property to grow? There 

are some companies in Shenzhen that do have their 

own intellectual property, but have been blocked by 

lawsuits and foreign companies, so in the end they 

cannot break free, and end up at the bottom of the 

value chain. I'd like to know how you think China's 

intellectual property systems ought to be adjusted.

Ren: If we thought of intellectual property rights as 

being just the same as other property rights, then maybe 

China would be better at technological innovation 

and development. That is to say, we need to state that 

intellectual property rights are a kind of property right. 

When you infringe someone's intellectual property rights, 

you are taking their property. This type of environment 

would be conducive to innovation.

And without innovation, how can we have a 

Qualcomm here in China? We should recognize that 

protecting intellectual property is good for the country's 

long-term growth, and not an excuse by some Western 

countries to block us. Therefore, our country should not 
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support counterfeit goods or knock-offs, and instead 

should support and protect creativity. Possibly the growth 

rate will slow a little, but the quality of the growth 

will be better, and we will see much more competitive 

companies emerging.

There is a feeling out there that we are returning to 

the McCarthy era: That companies and people are 

subject to attack because they have been branded with 

a communist label. Do you have the sense that the 

National Intelligence Law of the People's Republic of 

China, particularly clause 7, hinders Huawei in any way 

in the international markets? Do you feel that there is 

a need to provide some reasonable interpretation of 

the law?

Ren: First of all, we aren't in a position to interpret the 

law. But the Chinese government has made its position 

clear, and the Ministry of Foreign Affairs of the PRC has 

clarified that no Chinese law obliges any company to 

install backdoors.

Secondly, the Chinese government also points out 

that all companies are obliged to comply with the 

applicable laws and regulations wherever they operate. 

That includes export control and sanction laws by the 

UN, US, and EU.
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Hello, Mr. Ren. I've been reporting on the news in 

Shenzhen for many years, and as I recall, over the last 

30 years, it's very rare for you to come out and give 

several interviews over the course of just a few days. 

Even the international media has remarked on it, saying 

it's unusual for you to come and meet the media. Is this 

in response to the unusual difficulties that Huawei is 

facing? Would you agree with this assessment? What is 

the message that you are conveying in these meetings? 

My second question is: Certain Western governments 

have made accusations about Huawei's cyber security. 

Do you think that these are simply the result of 

historical prejudice, or are there some areas where 

Huawei still needs to improve? How can Huawei dispel 

the doubts in these Western countries?

Ren: To your first question, these meetings with the 

media were at the request of our public relations 

department. They said, at this time, we want to send a 

message of confidence to our 180,000 employees and 

to our many customers. We want them to understand 

us and to trust us. And we want to reassure the general 

public that we haven't actually run into very major 

difficulties.

You probably haven't been to any of our internal 

meetings. Internally, the mood is very upbeat. We don't 

feel as if we're in the middle of some great difficulty. But 
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the outside world doesn't know this, so we need to send 
a message of confidence. They want me to come and 
talk, because that has more impact. So when I talk to 
the media, the message I am sending to the public is a 
message of confidence. Of course, our growth this year 
may slow a little. I expect it will be less than 20%.

To your second question, on cyber security, we need 
to distinguish between information security and cyber 
security. Right now they're all mixed up, and they aren't 
the same thing. For 30 years, Huawei has provided 
network services to over three billion people in more 
than 170 countries and regions, and has maintained 
a very good track record in security. But of course, we 
still need to keep improving. We are currently looking 
at redesigning our software architecture to achieve 
four goals: simplified network architecture; simplified 
transaction models; the most secure networks; and 
GDPR-compliant privacy. Over the next five years, we 
will be investing heavily in R&D so that we can build the 
world's best networks. In five years' time, our annual 
sales revenue will probably double what it is now.

I remember the first time I interviewed you, in 
2014, you said, "What is mysterious about Huawei? 
Lift the veil, and you will only see our wrinkles." I 
remember that very clearly, but do you think that in 
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the last five years Huawei has really lifted its veil? The 

questioning voices seem to be only growing in volume, 

internationally.

Ren: That's because they are seeing more wrinkles! 

The bigger we get, the more problems we have. If we 

shrank down to just a tiny point, if we were just the size 

of a potato, just like a farmer working in his fields, then 

everyone would know what we were about, and no one 

would have any doubts about us. As we've got bigger, 

people can't see the whole picture any more. And even 

we can't see where the next 10 or 20 years of innovation 

are going to take us. So people may continue to have 

questions. But these questions are valuable to us. 

Scientists love questions – they have to have questions, 

or they won't ever discover anything new! A scientist 

doesn't believe everything blindly, so he makes new 

discoveries. This tells us that questions are a necessary 

side-effect of progress.

Changes in the information society of the future 

are beyond our imagination. Over the next 20 to 30 

years, there will be a massive transformation, which 

will dramatically change the way we live. For example, 

AI is being applied in our industrial processes, and will 

greatly increase our production efficiency. You have all 

visited our production lines. That facility today is not 

fully intelligent; it's just partially intelligent. But already 
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you saw there aren't many people on the production 

line. In five years' time, that line may only need five or 

six people, perhaps even just two or three. And they will 

mainly be there to carry out maintenance. Of course, 

many of the people on our lines are PhDs. They're not 

ordinary machine operators, particularly on the optical 

chip production line. PhDs with good practical skills are 

very hard to find.

For any country in the world right now, the focus 

has to be on education, mainly basic education, and 

especially in rural areas. A country can't have successful 

basic research programs unless it provides solid basic 

education to its children. If we spend a bit more money 

on rural schools, we will be able to attract outstanding 

teachers to go and teach there, and motivate 

outstanding students to go to teachers' colleges. Think 

back to the older generation like Mao Zedong, Su Yu, 

Huang Kecheng, Xu Guangda, and Yun Daiying. They all 

went to teachers' colleges. There was a virtuous cycle of 

letting the brightest minds develop even brighter minds. 

Today, that cycle has been broken. Teachers' pay is low. 

Children see that learning does not lead to high pay, so 

they don't want to study. This will not provide a strong 

basis for the next 20 to 30 years. Society may very well 

become divided.

Manufacturing that has been completely automated 
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with AI may just return to the West, because there 

will no longer be problems with labor: no unions, no 

expensive employee benefits, no strikes.... Production 

that can't be automated may relocate to Southeast Asia, 

Latin America, southern Europe, and other locations with 

relatively low labor costs.

That's the type of polarization that China is facing. 

We ought to make basic education a matter of vital 

national strategy in order to face up to the coming 

transformation in society. Raising the education level 

of every single Chinese person should be the primary 

responsibility of the CPC and the government, and 

the duty of every citizen. Every apartment block and 

skyscraper around us will be old and rusting in two 

or three decades' time. If we invest in education, low-

income children will be PhDs in two or three decades. 

They will be leading the way, and the country can march 

into a period of greater prosperity.

At this crucial moment in history, all Huawei can 

do is put our own house in order. We can't impose our 

will on anyone else. So we are investing heavily and 

charging forward. Just now a journalist from CCTV asked 

me, "You aren't making very much money, so why invest 

so much in research?" For example, our profits this year 

were 9 billion US dollars, but we invested 15 to 20 billion 

US dollars in research. But in reality, those 15 billion US 
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dollars aren't an investment—they're a cost. In reality it 

came from our customers. The money our customers 

give us isn't for generating profits, it's for generating 

investment.

Why do we stay ahead of the competition? The 

lifecycle of new technologies is getting shorter and 

shorter. In the past, scientists would invent new 

equations, and then it would be 50 or 60 years before 

anyone realized that these equations were of any use. 

After electromagnetism was discovered, it took five or six 

decades before people found it could be used in radio 

communications. After that it was another few decades... 

But that sort of thing is not possible any more. The 

process has been dramatically shortened. It may not be 

quite at the millisecond level, but it's very short indeed. 

If we don't conduct basic research ourselves, and just sit 

and wait for others to do it, we may end up far behind 

the times.

China is the most populous nation on earth. If we can 

turn ourselves into a human capital superpower then 

we could confidently compete with anyone. That is why 

elementary school teachers ought to be more respected. 

Of course, teachers are much better paid today than 

they used to be. But to give this country hope for the 

future – to succeed amid global competition – we 

should make teaching a profession of real honor.
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Today, everyone can see how successful Huawei 

is. But a very important part of that success can be 

attributed to scientists from other countries. Huawei 

offers higher salaries than Western companies, so a 

lot of scientists have come to work for us. We have at 

least 700 mathematicians, over 800 physicists, 120 or 

more chemists, and 6,000 to 7,000 basic researchers. We 

also have over 60,000 engineers and senior engineers. 

This is the team we put together to forge ahead. So if 

this country wants to compete with the West, the only 

way is to invest 50 or 60 years, or even a century, in 

transforming our education.

Transforming education isn't about building fancy 

schools, it's about teachers. The Whampoa Military 

Academy was known for nothing more than the leg 

wrappings their students wore and Kangda University 

in Yan'an for nothing more than its wooden benches. 

You've seen movies about Kangda University – they 

set up their benches out in the fields and listened to 

Mao Zedong lecturing. And out of that they were able 

to build a new China. Weren't Whampoa and Kangda 

two of the world's great military schools? So, it's not 

about the quality of the hardware or the environment. 

It's about the people. Teachers are the soul of humanity, 

and if a country wants to have any hope, it should give 

the utmost respect to its teachers.
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When you talk about basic education, are you trying 
to give a warning to society?

Ren: I think that we as a society should live by two 
mottos: Let the brightest minds develop even brighter 
minds. And no matter how poor we are, we can't let our 
teachers be poor.

Do you plan to do something in particular to address 
this?

Ren: Our job is to run Huawei as best we can, to be 
an example for everyone. What does Huawei have? 
Nothing! Huawei has no political connections, no unique 
resources. We have nothing except for the brains of 
our employees. What we have done is bring together a 
cohort of Chinese minds and foreign minds, so that we 
can achieve the success we have today. This just goes to 
show you the power of education.

In the 4G era, Huawei outperformed its competitors 
and became a leader. We thought then that Huawei 
would target a broader market in the 5G era. Up 
until now, though, Huawei has had to face many 
external barriers. You just mentioned that Huawei 
actually anticipated these barriers. My first question is: 
What measures will Huawei take to overcome these 
barriers? We visited two of Huawei's labs this morning 
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and clearly saw Huawei has invested heavily in basic 
research. The Chinese government also encourages 
businesses and universities to conduct this kind of 
basic research. So my second question is: What do you 
think about basic research?

Ren: A teacher once said in her letter of resignation, 
"The world is large and I want to have a look." It's true, 
the world is large, and there are many places where we 
can do 5G, but we can't do all of them at the moment. 
The exclusion of Huawei from a few markets does not 
mean that we are excluded from most. The role of 
5G has actually been exaggerated, so have Huawei's 
accomplishments. We have been moving really quickly, 
and some of our young people are so excited that they 
just keep talking. This has resulted in a bit of hyperbole.

Honestly, the world isn't in such urgent need of 5G. 
What people need most right now is broadband, which 
isn't the primary value of 5G. 5G means much more 
than broadband. To make full use of 5G, we need to 
wait for more market needs to develop, and this will 
take time. Don't think of 5G as a tide that ebbs and 
flows with the moon. And don't think that if you miss it, 
you will miss the opportunity to make a fortune. Instead, 
5G will develop over time.

Japan and South Korea are making great use of 
4G, which is enough for the time being. This is not the 
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case in China, though. Our smartphones can only reach 
speeds of about 20 to 30 Mbit/s, even though the 4G 
networks we provide can deliver speeds up to 300 to 
400 Mbit/s, fast enough to support 8K video. The reality 
in China is that, during the day, our networks can only 
deliver 20 to 30 Mbit/s, so we can only watch 4K video. 
8K video is impossible.

Why? It's because the network architecture isn't 
great. Because the country doesn't have mathematicians 
dedicated to researching telecom carrier network 
architecture. If we can't solve these network architecture 
problems, there will be no fundamental difference 
between our 5G and 4G networks. It's like if I have a 
big mouth, but a small throat. Even if I could fit a huge 
chunk of steak in my mouth, I wouldn't be able to 
swallow it. 5G base stations aren't a cure-all, so we need 
to be more patient.

In the future, 5G will work on millimeter waves. When 
that happens, for twice cost you can get 100 times 
greater bandwidth. In other words, you can download 
dozens of high-definition videos in just a second. We 
have been able to prove this in our labs. 5G's potential 
has not yet been brought into full play. We are going 
too fast. Shenzhen's use of 5G for live broadcasting of 
the CCTV Spring Festival Gala is only one demonstration 
of 5G capabilities; for the time being, it's not enough for 
large-scale commercial application.
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When it comes to technological research, we have 

a saying at Huawei: "absorbing the energy of the 

universe over a cup of coffee". What does that mean? It 

means discussing and working with others, like Google. 

Google's parent company reinvests its profits into the 

research of things that seem impossible, for example, 

the immortality project. They are contributing to social 

progress and reinvesting their wealth in exploring the 

future. The same is true at Huawei.

So when we say "absorbing the energy of the universe 

over a cup of coffee", we are learning from Google: We 

invest our money to explore the future of humanity. We 

fund the basic research of university professors because 

they are the lighthouses of the world. They light the 

way for us, and for others outside the company too. The 

difference is, at Huawei we learn things faster, so we 

develop things faster as well. That's it.

We have over 15,000 scientists and experts dedicated 

to basic research. Their job is to turn money into 

knowledge. We also have more than 60,000 people 

dedicated to product development. They are turning 

knowledge into money. We also provide the support 

external scientists need to explore their own fields.

If this is the case, then it doesn't seem suitable for 

basic research to come from companies.
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Ren: If companies don't do basic research, we would 

be unable to take the lead in our fields or stay ahead 

of others and earn extra money. We wouldn't be able 

to make extra investments, and we would end up being 

an OEM. Why are we confident that we will continue 

to stay ahead of the competition? In electronics, we 

have already developed the most advanced chips – our 

ARM-based CPU and AI chips. In photonic switching, we 

are also the most advanced. In quantum computing, 

we are not yet an industry leader, but at least we are 

studying how to use quantum computers once they are 

developed by others.

In electronics, photonics, and quantum communications, 

we are ahead of others in the first two domains and 

a follower in the third. We have seen that only when 

we do basic research can we earn extra profits, have 

enough money for strategic investment, and lead society 

forward. External scientists often welcome Huawei, 

because we see them as lighthouses. We don't infringe 

upon any of their interests.

According to the US Bayh-Dole Act , universities and 

non-profit organizations are entitled to apply for patents 

and own the patents of their inventions funded by the 

federal government. This provides a strong impetus for 

them to translate scientific research into commercial 

applications.
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We learn from the Bayh-Dole Act.  We aren't after 

anyone's property. We choose to work with professors 

who are top experts in their domains, not the schools 

themselves.

What do you think of Huawei's basic research? 

What's your personal goal? I remember two years ago 

when you attended China's Science and Technology 

Innovation Conference, you said Huawei had entered 

into uncharted territory. Is Huawei still at this level?

Ren: Overall, we are still unsatisfied with our own basic 

research. Why do I say this? Over the past 30 years, we 

have made breakthroughs in mathematics, because it 

is critical to mobile phones and systems. However, in 

disciplines like physics, chemistry, neurology, and brain 

science, we are a late comer and are still trying to catch 

up. Future electronic sciences will be a combination of 

all these disciplines. Not many people who currently 

work in these disciplines want to join us. So we still 

have a long way to go when it comes to building an 

information society through science.

When I spoke of uncharted territory, I was mostly 

talking about latency. Autonomous driving for example 

is all about latency. Not long ago, my wife and my 

younger daughter rode in an autonomous car for over 
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two hours down an expressway in Germany. Europe 
now has Level 3 autonomous driving. As you might have 
noticed, Huawei and Audi are working together on Level 
3 autonomous driving solutions. Level 5 is the highest 
level for autonomous driving. When that becomes a 
reality, 5G will have a role to play, but latency will still be 
an issue.

So right now, our exploration into uncharted territory 
is about reducing latency. Every circuit has capacitors and 
resistors, which cause latency. It is impossible to have 
zero latency. Our world is now running on a saturation 
curve, and we happen to be on the top of the curve. 
Newcomers can easily catch up. This is a risk that we 
face. It's very easy to develop new electronics these days. 
It's all about stacking up chips. So the things we currently 
excel at will no longer be our strengths in the future. In 
this domain, we are also worried that, eventually, we 
may not be able to continue moving forward.

When the Chinese Premier visited an Imec design 
platform during his trip to Belgium, they showed him 
that this platform could produce three-or even one-
nanometer chips. If we have already reached our 
physical limits and we still can't meet people's needs, 
what should we do? Especially now, since we can't use 
grapheme to replace silicon just yet.

We can only stack up chips. But then we have to 



61

Ren Zhengfei's Chinese Media Roundtable

figure out how to dissipate the heat between these 
chips. This also requires cutting-edge technology. So 
thermology will be on the most cutting edge of scientific 
research in the electronics industry. Huawei also stays 
ahead in research in this domain, but the things we do 
are too abstract. We are still finding our path forward 
to address future challenges. If we keep looking here 
and there, and we can't find the path forward, then our 
followers will soon catch up.

In one of my previous conversations with an 
entrepreneur, he said everyday he feels jittery, like he 
is walking on thin ice, worrying about being overtaken 
by his peers and being abandoned by his customers. I 
want to ask if you have similar worries.

Ren: We also say similar things in our daily work. But 
if we truly felt that way, we wouldn't be able to move 
forward. In actuality, we know what we're doing, but we 
always tend to exaggerate our concerns, as if we were 
really worried. Don't take those words too seriously.

Will Huawei be the next to fall?

Ren: Definitely.

But not necessarily the next one?

Others are talking about making their companies a 
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century-old brand and creating a lasting heritage. 
What do you think about this?

Ren: It is very hard to create a century-old brand. The 
key is to get rid of slackness. A senior government official 
once told me he wanted to summarize takeaways from 
Huawei's management system. I asked him not to. We 
did enjoy rapid growth in our first 20 years, but over the 
past 10 years we have also seen a decline in growth. 
Why is that?

The main reason is that our employees slack 
off when they get rich. They are reluctant to go to 
hardship regions and they are no longer willing to 
take challenging jobs. Getting rid of this slackness is a 
challenge for us. That's why we put such great emphasis 
on self-reflection within our company. We want to 
gradually weed out slackness through self-refection. But 
I don't think this process is easy. In truth, reinventing 
ourselves is much more difficult than helping others 
reinvent themselves.

Last year at a Huawei human resource workshop, 
your employees submitted a lot of suggestions to you, 
which they summarized into a list called "Ten Things 
Ren Zhengfei Should Improve". Do you think their 
suggestions made sense? Have you improved based on 
these suggestions?

11



63

Ren Zhengfei's Chinese Media Roundtable

Ren: We published this list openly on our Xinsheng 
Community , an internal online forum we use at Huawei. 

All of our 180,000 employees were invited to brainstorm 

and discuss how to make changes. The aim of this 

exercise is to create a company culture that will gradually 

transform some of our internal mechanisms. Usually, I 
only read critical comments on Xinsheng Community , 
and skip the good ones. I want to see what happens on 
the ground, and whether our management is doing the 
right thing. If I find something wrong, I send someone to 
investigate whether there is really a problem.

You talked a lot about basic research. Did you ever 
think of becoming a scientist when you were young? 
Have you ever thought that you might have taken the 
wrong path in life? As you just mentioned, Huawei 
has a lot of money and does not know how to spend 
it. Huawei has developed very compelling products. 
Now, there was a rumor that Huawei planned to 
cooperate with Yuan Longping, the Father of Hybrid 
Rice, to develop rice that can grow in seawater. 
Huawei denied this rumor, but the rumor may reflect 
the desire that many people have for Huawei to 
deliver more and better products. Does Huawei have 
plans to expand into other sectors?

Ren: Ever since we were a relatively small company, 
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with just a few hundred employees, we have focused all 
of our efforts on one direction. Even as we grew larger, 
from several thousand employees, to tens of thousands, 
and now today with over 100,000, we have maintained 
this same focus as we move forward.

Our annual R&D investment alone has reached 
somewhere between 15 and 20 billion US dollars. 
And that's just investment in R&D. Other departments 
are charging forward too, so our spending is far more 
than just 15 to 20 billion. Only by focusing on a single 
direction can we secure a strong foothold in this world. 
If we had too many distractions, we wouldn't be able to 
run fast like a high-speed train.

When we say we have too much money to spend, 
what we are trying to emphasize is our desire to increase 
our investment for the future. We need to spend our 
money, but it's not easy to spend that money in the 
right way. Every department needs to spend money, 
and we have an extremely strict budget review process. 
For example, we have allocated 3.68 billion US dollars 
for strategic purposes. Our departments are under 
great pressure to spend the money we allocate them 
effectively.

I'd like to share another example. Many of our 
trainees within our Huawei University are PhDs and 
masters, including graduates from top universities 



65

Ren Zhengfei's Chinese Media Roundtable

overseas. Outstanding employees who have successful 

field experience come back to Huawei University to 

receive further training, and then they go back to the 

field again to further gain hands-on experience. This 

process constantly repeats itself, and that takes a lot of 

money. Huawei University is still under restoration right 

now, or we would give you a tour. You are welcome to 

visit it next time though.

Mr. Ren, you mentioned that there may be many 

opportunities in the future intelligent world. Huawei 

has become a leader in many fields like chips, servers, 

and cloud, and it seems that there are no benchmarks 

for Huawei worldwide. Does Huawei have business 

boundaries? If yes, what are the boundaries? Many 

partners are worried that Huawei will take away their 

business.

Ren: In fact, all Huawei does is make piping, providing 

infrastructure for the flow of information. Aren't the 

servers and storage equipment that we provide like a 

pool? Aren't the devices we provide like water taps? All 

these technologies are interconnected.

Why has Huawei made such rapid progress in 

consumer technologies? Because we have a lot of 

strategic reserves in pipe technology, and we allocate 
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our surplus resources, including our scientists, to serve 

our consumer business. So our consumer business has 

taken huge leaps forward.

We will never expand into sectors beyond these 

business boundaries. The day before yesterday, a foreign 

journalist asked me if Huawei would make cars. I said 

never. We only develop individual modules that can be 

used in connected cars. We provide electronic modules, 

like edge computing, for cars. We might be the world's 

best in this domain, but we will not expand into making 

cars. What we will do is enable carmakers to use our 

modules to make autonomous driving a reality.

But again, we will never make cars. We have 

boundaries, and we will never cross those boundaries. 

We only focus on the fields that revolve around 

information pipes, and lop off anything that strays 

beyond these boundaries.

Recently, I've seen a lot of reports or speeches, 

including those from US think tanks, saying that China 

and the US, may lead two separate camps when it 

comes to technology in the future. What are your views 

on this? We know that Huawei never takes sides, but 

will it be possible for Huawei to remain independent 

from this game between the world's largest players?

14
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Ren: If there is a competition between China and the 

US, China's top priority will be education. We have 

assigned more than 40,000 Chinese employees to 

overseas postings over the years, and most of them have 

been reluctant to return to China. Why? Their children's 

education. How could they get their children enrolled in 

schools in China? China's educational system is totally 

different from the rest of world.

There are also many other issues that hinder the 

return of our employees and their children. Even in 

Africa, our employees' children can go to the best 

schools available. Here in Shenzhen though, they just 

can't. This is just one example of how education is the 

most pressing issue for China. We must protect our 

children's right to education. As parents, what we care 

most about is our children. Therefore, it's wrong to 

blindly pursue demographic dividends, as AI is reshaping 

our way of production.

In response to a question from Mr. Zhu Yanfeng, the 

President of Dongfeng Motor, I once said that China 

can start with tractors to advance its autonomous 

driving agenda. We should avoid competing neck-to-

neck with the West. We can make tractors that work 

24/7, without worrying about mosquitoes, heavy rain, 

or high mountains. Can't we improve our agricultural 

productivity this way?
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You have mentioned AI many times during the 
interview. Many companies currently view AI as a 
major target and are talking a lot about it. Are you 
concerned that this trend will turn AI into a bubble?

Ren: We may see an AI bubble, but we shouldn't be 
afraid of it bursting. Huawei is happy to hire experts and 
engineers that fail as the bubble bursts. Why? Because 
we need to change our production structures and our 
global service structures. We need people like them. Why 
do we need people who have failed? Their ideals are 
more often than not too big for the platforms they work 
on. Huawei's platform is big – big enough for them to 
dance to their heart's content.

Why might AI bubble? When there are too many 
companies creating the same thing all at once, even if 
the market only needs one of them, that's when bubbles 
occur. For example, who could replace Microsoft's Office 
systems? When a robot that fits the definition of "robot" 
in every sense appears, 90% of robot companies will be 
in trouble. Therefore, it's difficult for me to say whether 
AI will bubble.

Let me tell you about how Huawei deploys base 
stations on mountains in Xinjiang, China. Couriers from 
JD, China's largest online retailer, go up the mountains 
on motorcycles, and install our equipment using our 
product guides. Our engineers in Xi'an then commission 
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the equipment and run acceptance tests. Once 
acceptance reports and invoices are generated, we pay 
the JD couriers.

If we don't use AI to raise efficiency, there is no way 
we can reduce costs, generate high profits, or increase 
future-oriented strategic investment.

What do you think are the major difficulties facing 
Huawei right now?

Ren: It's hard to say, beyond difficulties, there's nothing 
but difficulty. There are difficulties everywhere.

What's your plan for international business 
expansion?

Ren: There won't be any change [to our current plan]. 
We will continue with what we have been doing.

What areas do you plan to focus on?

Ren: We won't change our direction or enter into 
domains that we are not familiar with.

Western media agencies have already asked 
questions about Ms. Meng Wanzhou, but I still would 
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like to talk about this. I hope you can answer my 
questions as a father. When did you first hear that 
your daughter was detained in Canada? Are you 
currently able to communicate freely with her? How 
is she doing? US authorities have until January 29 to 
formally request extradition. Do you currently foresee 
any difficulties?

Ren: Meng Wanzhou and I were both going to 
Argentina to attend a meeting. She was supposed to be 
a primary host for the meeting. Unfortunately, she was 
detained when transferring flights in Canada. I set off 
two days later and transferred through another country.

We will settle the case through legal procedures. As 
a father, I'd like to first thank the Chinese government 
for safeguarding my daughter's rights and interests 
as a Chinese citizen and providing her with consular 
protection. I also want to thank the general public for 
their support for and attention to Meng Wanzhou's case.

I am currently able to reach my daughter by phone. 
Over the phone, we tend to just joke around with each 
other. Wanzhou is very tough.

You are against the idea of independent innovation 
behind closed doors, right? But you have acknowledged 
in the past that the first inventor of quantum computers 
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will probably be IBM or Microsoft.

Ren: That is my personal opinion.

Huawei may not be the first inventor [of quantum 

computers].

Ren: I'm sure we will not be.

Huawei has been pouring huge sums of money into 

research and innovation every year. You also said that 

Huawei must stand on the shoulders of its predecessors 

in order to move ahead. How do you strike a 

balance between joint technological innovation and 

independent innovation?

Ren: I support the spirit of independent innovation. The 

innovation of all scientists is inherently independent. 

It is part of the spirit of innovation. I think it's feasible 

to emphasize independent innovation in cutting-edge 

domains with a lot of unknowns. An example is China's 

Chang'e 4 Lunar Probe. If others don't give you what 

you need most, you have to be independent and create 

it on your own.

But we shouldn't overemphasize independent 

innovation at lower levels. Trying to independently 

innovate a simple screw doesn't make sense. Small and 

medium-sized companies in Japan and Germany are 

great. There is a Japanese company out there that has 



72

Ren Zhengfei's Chinese Media Roundtable

been making screws for decades. They have good screws 

that never become loose, and are perfect for high-speed 

equipment, high-speed rails, and aircrafts all over the 

world.

I once visited Leica. Its factory is located in a small 

village. One lady there had been working on surface 

painting for 35 years. She said machines cannot replace 

her because her technique is more refined, so she can 

continue to do the work. I think it's definitively feasible 

for a person to completely focus on a single job in a 

down-to-earth manner. As long as someone is already 

great at a job, we don't have to reinvent the wheel in 

order to prove how great we are. I think openness is the 

only way we can reach our targets rapidly.

The US may be the cause of many problems. Using 

our magazine as a platform, what would you like to 

say most to the US government or people?

Ren: I think opposition [against Huawei] only really 

comes from a few politicians in the US. These few 

people cannot truly represent the whole of the American 

people. They cannot represent all of its industries, 

companies, or science and technology communities. The 

US industry and business communities still firmly support 

us. They are committed to enhancing cooperation with 
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Huawei. The voices of a few politicians may be loud, 
but we need to wait and see what role they will end up 
really playing.

Why did you call Donald Trump a great president? 
Your comment has generated a lot of discussion.

Ren: President Trump has reduced tax rates to extremely 
low levels. This is good for industrial development, 
potentially giving the US a hundred-year edge. However, 
the US economy will decline sharply if Mr. Trump 
continues to pick fights, intimidate other countries, and 
arrest people without any justification. These actions will 
scare away investors. If that happens, no one will be able 
to make up for the lost tax revenue, eventually leading 
to a significant slowdown in the US economy.

The US may truly flourish if the next president 
maintains low tax rates and focuses on improving 
relationships with other countries. The next president 
might say, "Come invest in the US. We have a good 
business environment for you: low tax rates and cheap 
land. Everything is cheap."

Mr. Trump has done a great job in tax cuts. Similarly, 
Deng Xiaoping dug a "trench" [in Shenzhen] so that 
water (investment) would flow into it, giving a strong 
boost to the Chinese economy. For this reason, I said Mr. 
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Trump is a great president. But he also faces fair criticism 
in other aspects. No one dares to invest in the US right 
now. So you see, there are two sides to that coin.

In the UK, former Prime Minister David Cameron 
and former Chancellor George Osborne told me that 
they wanted to cut taxes and reduce welfare a bit. These 
two would offset each other and result in a balanced 
economy. How would they reduce welfare? They wanted 
people living on government-backed benefit plans 
to first apply for a job. Those who couldn't get a job 
would be provided community service positions, such as 
looking after the elderly, providing housework services, 
or cleaning streets. If people didn't work, they wouldn't 
be entitled to government benefits. The UK is pressing 
ahead with tax cuts, lowering the tax rate down to 17%. 
As a result, the UK is re-opening its door to investment.

You just mentioned that Huawei will invest 100 
billion US dollars to restructure networks. Could you 
please elaborate on this? Which systems will you 
restructure? Is there a timetable for this? This kind of 
restructuring can't possibly be a response to changes 
in the international market or public opinion. This 
initiative must involve your strategic assessment 
of future opportunities. In your opinion, what 
important opportunities will emerge from the global 
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communications market?

Ren: Our plan is to simplify networks, simplify network 
transaction models, build the world's most secure 
networks, and enable privacy protection in line with 
Europe's GDPR standards. As long as we can meet these 
four objectives, we will still be able to grow.

How about future opportunities?

Ren: Network architecture restructuring and future 
demands for video will present us with tremendous room 
for development. In our exhibition halls, you were able 
to watch 8K TV. It was amazing, wasn't it? Economically, 
Beijing, Shanghai, Guangzhou, and Shenzhen in China 
are primed for these technologies, so why shouldn't we 
take a crack at it?

Huawei currently looks like it has a bright future 
ahead of it. Why did you say that Huawei will be the 
next to fall?

Ren: It's bound to happen sooner or later. It is a 
philosophical proposition, not a realistic one.

Huawei is one of the few companies, if not the only 
company, that is very successful in both B2B and B2C 
businesses. How did you make that happen?

Ren: We applied our technological know-how from 
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our network business to our mobile phone business. 
Take the imaging systems of our mobile phones as 
an example. They were originally developed using our 
mathematical research for network imaging systems. 
Moving forward, our network connectivity business will 
be even more successful. Our networks will support 
the best and most intelligent connections. All of these 
domains are interconnected.

Is your success in the consumer business accidental?

Ren: As you know, we are moving into an intelligent 
world. How can we give that world the ability to sense? 
We must use devices, which rely on sensors and screens 
to sense. Therefore, there will be an avenue for the 
development of the device sector, including the Internet 
of Things. Mobile phones are just a sub-section of the 

device sector.

When you were interviewed by the international 

media two days ago, you commented that Apple is an 

example you look up to in terms of privacy protection. 

Huawei also advocated "learning from Ericsson" in the 

past. Given your current business structure and scale, is 

there still a role model for Huawei to learn from? What 

do you think Huawei should do now and how will you 

determine the direction of your business presence?
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Ren: First of all, Amazon's development model is 

worth learning from. Originally a bookstore, Amazon 

has suddenly become the world's biggest competitor 

to carriers and telecom equipment vendors. Second, 

Google is also a marvelous company to look to. Let's just 

see how Google taps into the full potential of its army 

of PhDs. Third, Microsoft is also a good role model. How 

is it possible to say there are no role models left for us 

to learn from? Teachers are everywhere. There is always 

someone for us to learn from.

Apple is also currently caught in an innovation 

dilemma and its performance and stock price are 

declining. What are your comments on this?

Ren: Apple is a great company, as it has driven the 

development of mobile Internet and led to dramatic 

structural changes to society.

How do you want Chinese netizens to perceive 

Huawei? What kind of image do you want Huawei to 

establish outside of China?

Ren: I think Chinese netizens should have more tolerance. 

As you are aware, some scientists were lambasted by 

people on the Internet for their unconventional insights. 

27

28



78

Ren Zhengfei's Chinese Media Roundtable

These scientists are just like Copernicus. His heliocentric 
theory was considered nonsense when he first proposed 
it. People thought, "How dare you challenge commonly 
accepted beliefs? Do you have some kind of god 
complex?" We need to tolerate the Copernicuses of our 
day, so that our country can create new things. Scientists 
may come up with a lot of new ideas, and some of 
them may not be easy to understand. We must show 
tolerance.

You have a military background. You are also a CPC 
member. Is this experience and identity an advantage 
or a burden for you when you manage such a large 
multinational company?

Ren: There is no necessary link between these two 
things. Please do not confuse business models with 
ideology. Let me give you an example. In the West, 
many people believe in a higher power. However, 
they designed the first coal-powered train. We are in 
a business world today. Being a CPC member doesn't 
mean we have to be like Lei Feng, fully devoting 
ourselves to work and never asking for anything in 
return. It doesn't mean we shouldn't go out and evolve 
our business models. Why do we need to develop a 
market economy? We want to use laws of economics to 
deal with laws of economics.
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You placed cyber security and privacy protection at 
the top of Huawei's agenda for this year. What's the 
reason behind this?

Ren: This is a permanent requirement, not just a part 
of this year's agenda. Why? In the age of transmission 
and switching, no virus could compromise network 
security. Therefore, in the 1980s, we did not need to 
worry about cyber security in our communications 
systems. The emergence of IP networks later involved 
different routing paths and presented us with several 
new vulnerabilities. In the future, we will enter the cloud 
age, where vulnerabilities exist everywhere. Customers 
will buy from those who can ensure cyber security. 
The reason we place cyber security at the top of the 
company's agenda is that we will need to support the 
new cloud age. So this is not just a requirement for this 
year; it is a permanent requirement.
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Before we begin, I'd like to ask a question on behalf of 

some of my colleagues in the media. Several people 

have told me that you are a fan of Japan, Mr. Ren, and 

that you like the song Spring in the North Country (by 

Sen Masao). When did you first go to Japan? What 

are your impressions of Japan? Why do you like Spring 

in the North Country?

Ren: I first went to Japan over 30 years ago, when I was 

still very young. I have visited many times since, and of 

course, the country has left a deep impression on me. 

After the Second World War, Japan was in an even more 

difficult situation than China has faced in its history of 

natural disasters. That Japan has been able to develop 

into the flourishing country it is today is clearly due to 

the hard work of the Japanese people.

I only have a very simple understanding of the song 

Spring in the North Country. A young man leaves his 

home for work, and forgets to write to the girl back in 

his home village. When he returns home a few years 

later, she is already married. Marriage is a narrow bridge, 

so when one person is walking on it, there isn't room 

for anyone else. Losing love because of the pressures 

of work – I think a lot of people have experienced this. 

It speaks to me, what the Japanese people experienced 

while trying to raise themselves up through hard work. 

In China, it is often understood as a love song, but I 
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don't think that's quite what it is. I think this is a song 
about dedication. Everyone has to leave home and find 
a job. Who will be the one to suffer the most? Mothers. 
Mothers always worry about whether their children are 
eating properly. Japan and China both have experienced 
poverty. Not every family could send all of their children 
to university. Mothers would often ask the elder brother 
or sister to get a job and earn some money, so that 
perhaps a younger brother or sister could get more of 
an education. Fathers and big brothers would both work 
in the fields, so elder brothers would look just like their 
fathers, faces full of deep-set wrinkles, not talking much 
but smoking their cigarettes, and having a few drinks 
to relax when they have the time. Spring in the North 
Country is the story of Japan's culture of hard work. We 
understand that very well, because we have experienced 
poverty, too.

Everyone knows how beautiful the Japanese cherry 
blossom is, but how should we understand that cherry 
blossoms being a symbol of the Japanese spirit? A 
single pink petal of a cherry blossom is not particularly 
beautiful. A full flower is not beautiful, either. One cherry 
blossom tree alone is not beautiful, nor is a small grove 
of sakura trees. What is beautiful is an entire landscape 
covered with cherry blossoms. And it is this whole 
landscape of cherry blossoms that represents the spirit 
of the Japanese nation. The unity of the Japanese people 
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is rare, and it is the source of Japan's beauty.

Everyone sees how China has been transformed in 
the last 30 years; of course, we have not progressed 
enough. We need to redouble our efforts for the next 
30 years or even longer. Every nation has its unique 
strengths, and we can all learn from each other. We 
have plenty to learn from the conscientiousness of the 
Japanese, and their high-quality management.

We visited your Songshan Lake campus yesterday, and 
saw the black swans. We thought Huawei may now be 
facing a "black swan" moment. As I understand it, Mr. 
Ren, you very rarely give press interviews, but in the 
past few days you have met with Western media and 
Chinese media as well as with us, the Japanese media. 
I'd like to ask, are you talking to the media because of 
certain crises?

Ren: First, thank you for visiting our Songshan Lake 
campus, known as Xi Liu Bei Po Cun. We are building 
Huawei University there, at a site called Sanya Slope. 
The Songshan Lake campus was designed by Nikken 
Sekkei Ltd. A Japanese architect named Okamoto 
led the design of the entire campus. The artistry and 
architectural design are all Japanese. We're just residents!

Secondly, the reason for my recent series of interviews 
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is that our public relations department asked me to do 

so. They believe that at this moment we need to boost 

the confidence of our 180,000 employees, so that they 

remain committed. We also hope to help our customers 

understand us better. We are sending a positive 

message to the world, so that the public understands 

us even better, and we also aim to inspire confidence in 

partnerships with Huawei in certain regions.

Yesterday we visited Huawei's Cyber Security Lab, and 

saw a lot of the work that Huawei has been doing on 

cyber security. But it seemed to us as though this work 

is all going on at the technical level. The suspicions 

of certain countries, led by the US, focus on whether 

Huawei is truly free from government control. When 

you spoke with the Chinese media yesterday, you 

also said "please don't confuse business models with 

ideology". In the past you have said, "Huawei has 

never received any improper requests from the Chinese 

government." Huawei has a presence in more than 

170 countries, and you may well obtain top secret 

information. I would like to ask, what is the standard 

that you apply to distinguish proper from improper? 

If the Chinese government made requests that were 

legal under Chinese law, then would Huawei provide 

information to the government?
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Ren: First, Huawei has stood the test of time for 30 
years now. Huawei provides network services to over 
three billion people in 170 countries and regions. For 
three decades, we have maintained a very strong 
security record. Our values are that we are customer-
centric. We aim to do whatever is best for our customers. 
We would not do anything that goes against their 
interests. Someone might ask me, "In the future, will you 
comply if the rules require a transfer of customer data?" 
I would tell them, no. Anyone who requires us to do 
something like that, we would refuse. I won't do it, and 
this company won't do it.

Secondly, we are just an equipment vendor. Control 
of networks is in the hands of the carriers, not ours. We 
don't hold any customer data.

Huawei is a very democratic company, with globally 
unique operating models that we can discuss and learn 
from. I think that in Huawei's corporate governance, 
there is a gap in information disclosure, and that is 
around the Party committee. Applying the values of 
European, American, and Japanese companies, if a 
company has this organization, then key information 
about it should be disclosed. Could you talk about 
the Party committee within Huawei? You are a 
CPC member yourself; what is your position in the 
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Communist Party of China? What role do you play?

Ren: First, Huawei is owned entirely by its 96,768 
shareholding employees. There is not one yen of stock 
held by a non-employee. Not one yen of stock is held by 
any external organization. No government body holds 
even one yen of our stock. My personal holding is the 
largest, at 1.14% of the stock. Steve Jobs held 0.58% of 
Apple, so I think my personal holding could be reduced 
a little further.

At Huawei, each department nominates candidates 
to be representatives of our shareholding employees, 
and then feedback is solicited level by level. The latest 
round of elections took all of 2018 to complete. On 
January 12, 2019, we finished the voting process at 416 
polling stations across more than 170 countries. A total 
of 115 representatives were elected.

Second, under the CPC constitution, all companies in 
China are obliged to set up a Party committee. The Party 
committee is democratically elected by Party members. 
It's not an administrative department within Huawei. 
The committee members are not appointed through 
any administrative process within the company. I myself 
do not hold any Party position. The Party does not get 
involved in any of the company's decisions or operations. 
Its main function is educating employees and increasing 
employee awareness. It reminds our staff to comply with 
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regulations and obey the law, to help ensure internal 

and external compliance.

We have an internal network called the Xinsheng 
Community . The Xinsheng Community  is managed by 

the Party committee. It's completely open. Anyone can 

read it, any time.

There is a rumor that certain countries, including 

Japan, are making moves to exclude Huawei. What 

is the company doing to respond to these moves? 

Second, we believe that these suspicions are not 

really directed at Huawei, but are a result of a lack of 

trust in the Chinese government. How do you see the 

situation?

Ren: The only solution is to ensure we make the 

best products and deliver the best services, to help 

our customers maximize their value. That way our 

customers will continue to accept us. I am not too 

worried about these issues.

There is a line in the Huawei Charter that says, 

"Huawei is only a communications equipment provider; 

it does not offer information services." Today, Huawei 

is the world's second largest vendor of smartphones, 
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and the largest vendor of communications equipment. 

You have also set targets in AI and cloud services. 

I am struggling to understand, given this excellent 

foundation, why Huawei doesn't offer information 

services.

Ren: If we offer information services, then we might 

begin competing with our customers. Then they would 

no longer buy our equipment, and we would quickly 

wither away. Everyone has seen that we are entering 

the cloud service domain, but in fact, we are providing 

the fertile soil in which cloud services grow. All the 

crops, the corn, the soybeans, the sorghum, the sweet 

potatoes, the peanuts...we don't grow any of them. They 

are all delivered by information service providers. But 

we provide the platform – the fertile soil in which these 

services can grow.

I understand, but might a future generation change 

this rule? For example, when another executive 

takes your place?

Ren: We have a governance structure that very effectively 

transmits our corporate values, and we have our Articles 
of Governance . This document is like the company's 

constitution. All managers in the company have to swear 

an oath to uphold the Articles of Governance  before they 
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are appointed above a certain level. Might individual 

plotters and schemers sneak in there? No, that would be 

impossible, because as soon as they betray the spirit of 

our Articles of Governance , everyone will see it and will 

push them out. We will never follow any one person like 

a cult. We will always move forward towards our shared 

values. We'll never go against these goals.

It is not just the US government now. The Japanese 

government may well follow the US's decision. Will 

that affect Huawei?

Ren: I have never felt that Huawei has been excluded 

by the Japanese government. I am sure that China 

and Japan will stay on friendly terms, because the two 

countries reinforce and depend on each other. China and 

Japan will be richer and stronger if we work together. So 

I have never felt as though Japan is a cold place. I think 

that Japan will continue to embrace us.

Last month Ms. Meng Wanzhou was detained in 

Canada. How did you feel when you heard about 

that? And how does Huawei intend to handle this 

incident?

Ren: I was shocked when I heard that Meng Wanzhou 
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had been detained in Canada. She and I were both 
going to Argentina to attend the same meeting. She was 
supposed to be the main host for the meeting. I set off 
two days later and transferred through another country. 
The meeting was still a success in the end, which was 
some consolation to Ms. Meng, because she had been 
preparing for this meeting for a full year.

Meng Wanzhou's incident is in legal proceedings. I 
won't say too much about it here. I'm grateful for the 
concern and attention our Japanese friends here, and 
the Japanese people in general, have shown for Ms. 
Meng. Huawei is a responsible company, and we have 
a very good record on cyber security in Japan. We are 
working hard to ensure that our customers' networks 
function as normal under any circumstances.

Throughout the earthquake, tsunami, and Fukushima 
nuclear leakage crisis, Huawei staff ran towards the 
dangerous zone as everyone else was running away. We 
restored 668 base stations within two weeks in order to 
support rescue and relief efforts. At that time, Wanzhou 
flew from London back to Hong Kong and then from 
Hong Kong to Tokyo. On that flight from Hong Kong to 
Tokyo, there were only two passengers, and she was one 
of them.

When she was detained in Canada, a Tokyo resident 
wrote her a letter. Wanzhou and all our family choked 
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up when we read it, and Wanzhou wrote back to the 

sender. At least the people of Japan still remember us. 

The friendship between China and Japan is built on 

connections between individuals like that. As long as 

people are making connections, that relationship is 

lasting.

We also have much to learn from the way the 

Japanese deal with hardship. For example, when I went 

to Japan, I noticed that people eating out would always 

order one dish from Fukushima. It was their small way 

of supporting the disaster-hit area. We should learn from 

this spirit of solidarity, and buy more vegetables and 

pork from China's poor, mountainous regions. It could 

be part of our poverty relief efforts. In the aftermath 

of the Wenchuan earthquake in China, we all saw the 

dedication and heroism of the rescue teams from Japan.

Which countries might make moves to "oust" Huawei 

in light of the trade war between China and the US? 

How do you feel about this situation? What impact 

will it have on Huawei and the Chinese economy in 

the mid- to long-term?

Ren: In the past there were some customers who didn't 

buy Huawei's equipment. That didn't mean that all 

customers around the world were against us. Now, there 
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are a few customers who are no longer buying from 

us. But at the same time, those who didn't buy from us 

are now beginning to buy our equipment. For us, it all 

balances out in the end. This year we will continue to 

grow, but I predict that our growth rate will be slower 

than 20%.

This is the first time you've given an interview to the 

Japanese media, Mr. Ren. I've always wanted to ask 

you something that we are very interested in: Given 

your age, what are your instructions to your successors, 

including Meng Wanzhou?

Ren: First, my successor will certainly not be Meng 

Wanzhou. Ms. Meng is a manager. She is very skilled at 

handling internal management issues. But my successor 

will definitely be a fighter. It will be someone with 

deep insight into the markets, someone with a very 

strong technical background, and plenty of experience 

out there in the marketplace. They will have to have a 

profound understanding of philosophy and sociology. 

A leader is not someone who works at the coalface 

day after day, shoulder to shoulder with the workmen. 

A leader's most important ability as well as their most 

important responsibility is to have a clear vision of the 

path forward.

11
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Our succession mechanisms are different from any 
other company. It's not up to an executive to decide who 
will be their successor. Instead, the leadership team as a 
whole recommends the candidates. The representatives 
of our shareholding employees will consider and select 
the next leadership team from among them. It won't be 
one person, it will be seven people. They will form the 
Executive Committee of the Board of Directors. Among 
those seven, there will be three who rotate to chair the 
Executive Committee meetings. Each person will get 
just six months as the rotating chair each term. When 
the Executive Committee meets, the chair must be the 
last to speak. If they speak first, then everyone may just 
be guided by their opinions. The group of seven should 
have full and frank discussions, even a few arguments, 
and then vote and come to a decision. Four votes will 
constitute a majority in the Executive Committee. But 
this will not yet be a board resolution. It is a proposal 
to the board, which will be presented to the full 
17-member Board of Directors for discussion. Only after 
that discussion does the full Board of Directors vote and 
come to a resolution.

All of these rules and procedures are monitored by 
the Representatives' Commission, which is led by the 
company's chairman of the Board of Directors, and also 
by the Supervisory Board. The company's highest leaders 
are subject to the "rule of law", which means our Articles 
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of Governance . And these leaders are also subject 
to a democratic decision-making process. With this 
mechanism in place, the leadership team can gradually 
be replaced with the next generation. So we don't need 
one successor; we need a group of successors.

This year is the 40th anniversary of China's reform 
and opening up. Deng Xiaoping once said, "China 
will not seek hegemony", which helped China 
attract investment from foreign countries. Japanese 
companies are also very willing to work with Chinese 
companies. But now new obstacles are emerging, in 
the form of information security and cyber security. 
The trade issue between China and the US is in nature 
a competition for hegemony. Huawei is a great 
company, but in recent years it has seemed as though 
it wants to do everything and can do everything. It has 
grown incredibly fast, and this has provoked fear in 
Japanese business. What do you think about economic 
hegemony?

Ren: In the 1980s, the friendly relations between China 
and Japan were a really wonderful thing. Japan invested 
heavily in China, and helped to drive China's economic 
development. For many years, there have been many 
missteps in the relationship between the two countries, 
but with the recent meeting between President Xi and 

12
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Prime Minister Abe, China and Japan have restored 
friendly relations. China has also amended its own 
commitments at the WTO. We believe that China is 
becoming more open. It's important not to confuse 
public opinion with what we can see and hear with our 
own eyes and ears. We should seize the opportunity and 
grow even faster.

Huawei will continue to grow. First, Huawei will never 
make cars. The products that Huawei manufactures are 
highly complementary to those made in Japan. A lot of 
our materials and components are sourced in Japan. Last 
year Huawei procured 6.6 billion US dollars of materials 
and components in Japan. This year, that figure will be 
about 8 billion US dollars, and in five years' time, our 
procurement will top 20 billion. So Huawei is not seeking 
hegemony. We are a buyer. And we also help press for 
improvements in Japan's precision manufacturing of 
components and materials. We are setting increasingly 
higher requirements for our Japanese partners, so we are 
a factor for advancement in Japanese industry. Huawei 
brings long-term, sustainable growth for our Japanese 
suppliers.

The US is placing restrictions on the business that its 
companies can do with Chinese vendors. Last year 
ZTE was hit with an order banning US producers from 

13



96

Ren Zhengfei's Japanese Media Roundtable

supplying it semiconductors, causing great difficulty 

to the company's production. If the US were to impose 

embargoes on Huawei, what response would Huawei 

have, or what would you do?

Ren: We would never find ourselves in the same 

situation as ZTE. These kinds of restrictions would have 

some impact on us, but not that big. If the US really 

decided to take those steps, it would force us to develop 

our own replacement products. The end result wouldn't 

be good for the US.

There are now a series of allegations that have been 

made against Huawei around the world, for example, 

the claim that Ms. Meng Wanzhou broke US law, 

some issues in Poland, and claims in the US that 

Huawei has stolen technology. In Poland, Huawei very 

quickly terminated the involved employee's contract. 

Is that because an internal investigation corroborated 

the accusations or some other misconduct of this 

employee?

Ren: On the civil suit between Huawei and T-Mobile, 

all of the disputed issues have already been resolved in 

court. Neither side has suffered any loss. As to whether 

the US plans to file criminal charges, we have not been 

informed yet. That's just media reporting.

14
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The Meng Wanzhou incident is undergoing legal 

proceedings, so I can't comment on it. In Poland, we have 

issued a lot of company regulations demanding that 

our staff always comply with the law and regulate their 

personal conduct. If this person is found innocent in court, 

we can rehire him and compensate him for his losses.

Huawei invests a lot of money in R&D. In the Japanese 

business world, many people are curious: How does 

Huawei secure sufficient cash flow? Can you confirm 

that you don't receive funding from the Chinese 

government or the CPC? In this series of interviews 

with the media, you've tried to show us that Huawei is 

open and transparent, and I do think you've been very 

open on the subject of cyber security. But in terms of 

finances, I think Huawei could be a little more open 

and transparent, as a multinational company.

Ren: Our financial reports are audited annually by 

KPMG. And our annual financial reports are all published 

online, going back many years. You can check them all. 

KPMG certainly isn't hiding anything.

Everyone knows that we invest a lot in research, but 

this investment is all accounted for in our costs. We set 

aside a certain proportion of our revenue specifically for 

R&D. We turn our profits into capital, so that we are able 
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to support our heavy investment in R&D. We've never 
had any serious barriers or difficulties with cash flow.

Last year was Huawei's 30th anniversary. I understand 
that you had been through the Cultural Revolution, 
and that when you came to Shenzhen you were 
hungry for something different. Today's new hires 
have a very different experience. Perhaps they are not 
as hungry as you once were. You once said, "It will take 
50 to 60 years for Huawei to catch up with the US." Do 
you think that Huawei can narrow the gap with the 
US?

Ren: I said that there is still a 50-to-60-year gap 
between China and the US, not between Huawei and 
the US.

Huawei has many employees who are now very 
wealthy. If they don't want to work hard any more, 
they are welcome to retire. Our regulations say they are 
allowed to retain some of their company shares, and 
they will be able to live on the dividends. If they don't 
want to work, but stay in their positions, then our young 
people will not have opportunities for advancement. 
Huawei needs a constant turnover of new blood to keep 
us in fighting form.

I actually find that young people are more committed 
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than we are. They are not driven by hunger. They are 
driven by a sense of mission. Of course, there are some 
young people who are lazy. They don't have much to 
do, so they go online and spout off. The Internet has a 
very powerful amplification effect, so the result is that 
everyone thinks young people are lazy. In fact, there are 
still a lot of hard workers.

Five thousand years from now, there will still be 
presidents, and they will be elected from the youth of 
that time. I am confident that young people will prove 
even more dedicated than us. I think we are getting 
better, generation after generation, not getting worse.

Thank you, our friends in the media, for visiting 
Huawei. Now that we know each other, we will have 
more opportunities to meet and talk in the future. 
Talking more is the only way for us to really understand 
each other. Huawei remains open and transparent to the 
media and the public. Thank you all for coming.
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Karishma Vaswani: This is an opportunity for the 

world to understand your position. These are a lot 

of misconceptions about Huawei right now around 

the world. And the BBC and myself, we want to 

understand your point of view. This is really that 

chance and that opportunity. We are very grateful to 

get that opportunity. So I will be pitching questions 

to you that the whole world wants to know about 

Huawei. I want you to know that I will be fair and I 

am very grateful for this opportunity.

Ren: It's my pleasure to answer your questions. I feel as 

though the eyes of the whole world are on Huawei, and 

I am grateful to the US government for this. Huawei 

is a small company. We are not very well-known. But 

now many senior US government officials are lobbying 

around the world, saying that Huawei is an important 

company that has problems. They are drawing the 

attention of the whole world to Huawei. People begin 

to know Huawei and will understand with a deeper 

look that Huawei is a good company. We have rapidly 

growing sales, and the sales volume of our device 

business grows 50% on average every month. Therefore, 

we thank the US government for advertising Huawei.

Karishma Vaswani: It is my responsibility to ask you 

the questions that the world has. Some of them might 

sound difficult, but my desire is to understand your 
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position and I want you to feel comfortable in this 

conversation.

Ren: As we are talking freely, I may give some 
humorous answers to your questions, so I only hope you 
and the audience will understand my humorous touch 
sometimes.

Karishma Vaswani: Thank you very much, Mr. Ren, 
for joining us. I want to start by asking you a little bit 
about your company. You have built this company 
in just 30 years. It's a remarkable achievement, but I 
want to understand: What are some of the challenges 
you faced when you first began?

Ren: I founded Huawei when China began to 
implement its reform and opening-up policy. Deng 
Xiaoping believed that the Chinese military was too large 
and needed to be significantly downsized. Hundreds of 
thousands of soldiers, if not more than a million, were 
released from the military and sought employment in 
civilian life.

At that time, China was shifting from a planned 
economy to a market economy. Not only people like 
myself, but even the most senior government officials, 
did not have the vaguest idea of what a market 
economy was. Deng Xiaoping advocated the theory of 

01
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"crossing the river by feeling the stones on riverbed". The 
fact is, if something goes wrong when you are in the 
river, you might drown. When China shifted to a market 
economy, we had no idea of what a market was or what 
to do. It seemed it was hard to survive.

I am an ambitious man. After leaving the military, 
I came to Shenzhen. The city pioneers open market 
practices and is probably the most open market in 
China. When I was in the military, I just did exactly what 
I was ordered to do. However, when I began to work 
in a market economy and engage in transactions of 
products, I felt at a loss. I suffered from unfairness and 
deception. I stumbled, but had to rise up again, because 
I had to raise my family. I then thought of the possibility 
of starting a small business. The registered capital was 
roughly CNY21,000, which is about 2,000 pounds. Not 
all the money came from my pocket. The compensation 
I received upon leaving the military was only about one-
fifth of this amount, so I pooled funds from different 
people and founded Huawei.

These times brought us to the path we are on right 
now.

By taking this path, our aim was to work for survival, 
rather than for ideals. Back then, we didn't have any 
ideals, because we were finding it so difficult to survive 
as a company. My portion of the registered capital was 



104

Ren Zhengfei's Interview with the BBC

less than half of the monthly salary a waitress can earn 

today. How could we possibly have ideals then? Our 

priority was to survive.

Karishma Vaswani: You have painted a picture of 

great difficulty and hardship that you have gone 

through, but today Huawei is a top telecoms 

equipment seller in the world. How did you do 

this?

Ren: After founding Huawei, I did research on what 

exactly a market economy was all about. I read many 

books on laws, including those about European and US 

laws. At that time, there were very few books on Chinese 

laws, and I had to read those on European and US laws.

I figured out that the market economy was about 

two things: the customer and the product. And the 

law governs what's in between – the transaction. We 

obviously couldn't control our customers, so we had 

to get hold of the products. I had worked in research. 

Therefore, we began to do research on products, 

building products and selling them to customers.

Karishma Vaswani: What is your next goal for Huawei 

now that you have seen so much success? 
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Ren: When I founded Huawei, the communication 
industry was at the start of enormous changes in the 30 
years that followed–changes as massive as if mankind 
had gone through thousands of years in that period 
of three decades. Back then, we didn't really have any 
telephones [in China]. The only phones we had were 
those hand-cranked phones that you see in old World 
War II films. We were pretty undeveloped back then.

Huawei started out by making simple equipment 
for rural markets. Instead of spending the money we'd 
earned, we invested it back into our business, making 
more advanced equipment. It was a time when China 
was in great needs for industrial development, and 
our equipment, though certainly not the best, still had 
market appeal. If we were to start Huawei now I don't 
know if we could succeed. As time went on, we came 
to realize that we might just be able to succeed, so we 
focused all of our effort on what we were doing at the 
time.

If someone can maintain focus on one thing, 
then they will definitely succeed. I was focused on 
communications technology. If I had focused on raising 
pigs, I might have become a pig expert. If I had focused 
on making tofu, I might have become the king of tofu.

Unfortunately, I chose communications. This industry 
is very challenging. The bar is too high. Ericsson's CEO 
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once asked me, "The situation in China back then was 
so difficult. Where did you find the courage to enter 
such a demanding industry?" I told him that we did this 
without really understanding just how high the barrier to 
entry was. But we started anyway, and there was no way 
to back off, because if we pulled out then we wouldn't 
have anything. I had spent all the 21,000 RMB of initial 
investment, and would have ended up begging on the 
streets. So we had to keep forging ahead, one step at a 
time.

We had a very limited amount of strength, so we 
narrowed our focus to a tiny area, and that's where 
we chose to strike. Pushing forward little by little, 
we began to see success. It builds up over time. It's 
an effective approach, what I call our needle-point 
strategy. We just focus on a single point, and we've been 
focusing on that point for 30 years now. From several 
hundred employees, to several thousand, to tens of 
thousands, and now with 180,000 people. We put all 
of our energy behind one single point: information and 
communications technology.

Every year we invest 15 to 20 billion US dollars in 
R&D. Huawei is one of the top 5 companies in the 
world for R&D investment. This focused approach to 
investment has helped us succeed.

Why have we succeeded while other companies find 
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it difficult? Publicly listed companies have to pay a lot of 

attention to their balance sheets. They can't invest too 

much, otherwise profits will drop and so will their share 

prices. At Huawei, we fight for our ideals. We know that 

if we fertilize the "soil", it will become more bountiful, 

and in the end the land still belongs to us, so we should 

not hand out the "fertilizers". So we invest, and we invest 

more heavily than others. That's how we've managed to 

pull ahead and succeed.

It's different for listed companies. We are not a public 

company, so we don't have to worry about fluctuations 

in our balance sheets. If we were a public company, 

being stuck in a storm of public opinion like today would 

certainly see our stock price plummet. But we don't 

really feel it. We just keep pressing forward.

We believe that our consistent focus over the past 

couple of decades is what paved the way for our success.

Karishma Vaswani: Thank you. That was interesting. 

But your success, according to what you've described, 

is now under threat, isn't it? The United States has 

launched an attack that's targeted your company. The 

Department of Justice has put forward charges saying 

that Huawei stole technology from an American 

company. Do you think that's fair?

04
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Ren: To start with, what are our ideals for the next 

three decades, or even longer? To provide people with 

information services. In the next 20 to 30 years, we will 

see a great technological revolution. The emergence 

of AI will make the information society intelligent. In 

the era of cloud and AI, we will see explosive growth 

in data, bursting forth like a tsunami. This data needs 

the support of the most advanced connection and 

computing equipment possible.

I don't think 5G or any other form of data transmission 

has truly met the pinnacle of people's needs. And I 

believe there are still more profound needs that must 

be addressed. Right now human society is only in the 

early phases of the massive change that lies ahead. And 

Huawei is only at the starting line of this transformative 

journey. We still have a long way to go before we can 

deliver faster, more real-time, more accurate, and more 

affordable information services.

Over the past three decades, Huawei has helped to 

bridge the digital divide by providing information services 

to 3 billion people in more than 170 countries and 

regions. With affordable ICT services, underprivileged 

kids living in remote regions can see what the world 

is like outside, and they can grow better to become 

the "backbone" of society. Huawei's role is to provide 

services that make the world a better place.
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I think the charges and accusations by the US against 
Huawei should be handled by the law. I trust the US is 
an open and transparent country governed by the rule 
of law, so they should handle these matters through 
legal procedures. Sometimes I feel happy [about what 
the US is doing to Huawei]. The US is the world's most 
powerful country. Their senior officials are talking about 
Huawei wherever they go, including in places where 
Huawei has not yet launched any ad campaigns and the 
locals don't know about us. Because of this, people all 
over the world now know Huawei. Huawei is now at the 
center of global discussion. This is a massive and cheap 
advertisement for us. When people ultimately realize 
Huawei is a good company, our sales might be even 
easier. We don't have difficulties today, and we may 
have a more favorable environment to sell our products 
in the future.

I'm not feeling much indignation about the 
accusations made by the US. These are ongoing legal 
cases. Just let the law take its due course.

Karishma Vaswani: I appreciate that. But I read through 
some of these charges the DOJ has put against you. 
The evidence is very compelling. The emails that are 
there show that Huawei's employees in China asked 
for specific prototypes from their colleagues in the 
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United States, repeatedly. How are you going to deny 

this?

Ren: Now that the US Department of Justice has filed 

the indictment, let's leave it to the court to decide.

Karishma Vaswani: I understand, and I appreciate 

that it's a legal procedure, but the world really wants 

to understand it. The US is trying to paint you as 

a company that cannot be trusted. It says you've 

stolen technology from American companies, not the 

first time. It says companies like Cisco, Nortel, and 

Motorola, they all accused Huawei of stealing their 

ideas, stealing their technology. The United States is 

trying to say Huawei can't be trusted. What do you 

have to say about that?

Ren: Many of our technologies, not just our 5G, optical 

switching, and optical chips, are far ahead of those 

of Western companies. We have a huge number of 

leading technologies and those technologies are really 

complicated, some of which only our peers can really 

understand. The charges that the US has made against 

Huawei are fairly marginal. Huawei did not become 

what it is today by "stealing" US technology. How could 

we steal a technology from the US that they don't even 

have? People need to focus on more than just Huawei's 
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problems and weaknesses; they need to also see 

Huawei's contributions to humanity. Huawei now owns 

over 80,000 patents. Huawei has contributed to the 

foundation of a digital society. In other words, part of 

the foundation of the digital society is built by Huawei.

In the US alone, we have obtained more than 11,000 

patents. These are our legitimate rights granted by 

the US law. We have offered many services to people 

around the world, and we are becoming more open. 

We have submitted more than 54,000 proposals 

to standards organizations. We consider these a 

contribution to humanity and this contribution deserves 

to be recognized. Other problems should be solved 

according to the law.

Karishma Vaswani: So why do you think the US is 

trying to paint Huawei as a company that cannot be 

trusted?

Ren: There is virtually no Huawei equipment deployed 

in the US. Has this solved the US's cyber security issue? 

If yes, then other countries can also solve this issue by 

not having Huawei. Sacrificing one company is worth it 

if it is for the sake of the world. But the truth is that the 

US has not solved their information security issue. How 

could they share their experience with other countries? If 
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they say, "We don't use Huawei equipment, but we still 
have an information security issue," could that argument 
convince Europe not to use Huawei equipment? 
Huawei has been serving three billion people in over 
170 countries for over 30 years. There is no record of 
security breaches with Huawei. What is the factual basis 
for the US's charges? Our customers have experienced 
our networks over the past two to three decades, and 
consumers have the ability to make their own choices. 
We still have to rely on the law to solve this problem 
and the court will come to a conclusion.

Karishma Vaswani: The US is pressuring its allies. It 
says, "We don't use Huawei's equipment". It's telling 
the world not to use Huawei equipment, because it 
says Huawei's equipment could be used to spy for 
China. Is this true?

Ren: Over the past 30 years, many customers have 
chosen not to use Huawei equipment. This is not 
something that has started happening recently. It is 
understandable that some countries have decided 
not to use our equipment. As for the charges that 
our equipment may contain backdoors, as I stated in 
the interviews from the Wall Street Journal and other 
international media outlets, we have never installed 
backdoors in our equipment or engaged in any spying 
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activities. We will not accept any request to do so. If 

there was such a request, I would rather disband the 

company. 

On February 16, 2019, Yang Jiechi, a member of 

the Political Bureau of the Communist Party of China 

(CPC) Central Committee and Director of the Office 

of the Foreign Affairs Commission of the CPC Central 

Committee, said at the Munich Security Conference that 

the Chinese law doesn't require companies to install 

backdoors. He added that the Chinese government 

requires all companies to abide by international laws 

and the laws of the United Nations, and stressed that 

operational compliance is a must for all companies in 

countries where they operate. The Chinese government 

has also officially stated that they have never required 

companies to install backdoors. I have personally 

promised and the company as a whole has promised 

that there is no backdoor in our equipment. Our 30-year 

track record also proves that our equipment does not 

contain backdoors.

I don't really understand what the US has in mind. If 

European companies use Huawei equipment, then the 

US would be unable to access their data because they 

wouldn't be able to get in. Europe has also required their 

data not to be transferred out of the region, so the US 

won't be able to get in, because our equipment contains 
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no backdoors and the US won't be able to get into 

European networks.

Karishma Vaswani: You say that you have never 

been asked by the Chinese government to create 

this backdoor, and that you would shut the company 

down if you were asked. It's a very big company. You 

have 180,000 people. If it comes down to the question 

of survival between your company and perhaps not 

creating a backdoor, but just giving access to the 

Chinese government, what would you do in that 

situation?

Ren: Top officials of the Chinese government have 

clearly stated that the government has never required 

companies to install backdoors. Huawei will not do it 

either. Our sales revenue is hundreds of billions of US 

dollars, and if we installed backdoors, it would cause our 

customers all over the world to dislike Huawei, and we 

would have no business at all. Without business, how 

would we repay our bank loans then? We cannot take 

that risk. When I said "disbanding the company", I want 

to show our determination. I want to show you that we 

will never do such a thing or hand over any information 

to the government.

09
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Karishma Vaswani: I understand, and I think some of 
the confusion or the misconceptions out there about 
Huawei are because of your links to the Chinese 
military and the Chinese Communist Party. You enjoy 
special privileges that perhaps some government 
employees enjoy. You have a Communist Party 
Committee inside your company. That raises lots of 
questions about how close Huawei is to the Chinese 
government. Why do you have this party committee 
within your company? Why do you need it and what 
does it do?

Ren: Huawei is registered in China, so we must comply 
with all applicable laws and regulations in China. We 
need to pay taxes to the Chinese government, create 
jobs, and fulfill our social responsibilities, such as 
contributing to local communities. In fact, before we 
established a party committee, the Chinese branches of 
Motorola, IBM, and Coca Cola had already established 
theirs. This is a requirement of the Chinese law, and 
we operate in accordance with law. The role of this 
committee is to unite employees and encourage them 
to work harder and build their wealth, as this is in 
the interests of the countries, their people, and the 
employees themselves. Employees earn money from 
their work, so this is in their own interests. They also 
pay taxes, so this is in the interests of the countries. The 
party committee at Huawei only educates its employees; 
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it is not involved in any business decisions. 

According to Chinese law, all companies in China, 

including Chinese and foreign companies, must establish 

a party committee, and we must all obey the law. Just 

like British citizens who love Britain, the Chinese also 

love China. The British support their ruling party. If they 

don't, why would they vote for it? If you vote for the 

ruling party, then you support the ruling party. In China, 

the ruling party is the Communist Party, so we also 

support the party. Only when every person loves their 

country and supports their ruling party can a country 

advance. Voters outside China have the right to express 

their opinions. Chinese netizens are now doing this, too. 

Our country is making reforms, which is understandable. 

Karishma Vaswani: But Mr. Ren, with all due respect, 

China is not the United Kingdom. This is a country 

where people routinely are arrested; they disappear. 

The Chinese Communist Party has ultimate control over 

everything here. It even has control over your courts of 

law. What assurance can you give people watching this 

program that, if the Communist Party were to ask you 

to provide them with a backdoor or to give them access 

to your information, you could say no?

Ren: I don't know whether there are such incidents in 
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China, but nobody at Huawei has disappeared for no 

reason. We are a company, and never get involved in 

politics. We gain our customers' trust by working hard 

and doing every job to the best of our ability. We have 

never, and will never, take or receive bribes. I have told 

the Western media that we will never install backdoors. 

The official media of the Chinese government has 

also announced that they will never require Chinese 

companies to do so. Nobody has made such a request 

to me. This shows that China believes that companies 

should serve society and the whole world; they cannot 

break international rules if they want to go global. 

Since no such incident has ever happened and we 

have no experience ourselves, I cannot answer this 

question. 

Karishma Vaswani: With what seem like inconsistencies 

to the West–the fact that you have had links to the 

military, the fact that there is a Chinese Communist 

Party committee in your firm, the fact that China is a 

one-party state–can you see how difficult it is for many 

people around the world to believe that you are free of 

influence from the Chinese Communist Party?

Ren: The Communist Party of China is leading the 

reform and opening-up of the country. If this meeting 

12
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took place 30 years ago, it would have been very 

dangerous for me. Today, I can receive your interview 

and be straightforward when answering your acute 

questions. This shows that China has a more open 

political environment. Of course, our country will 

become more open and there will be more social 

changes.

Thirty or forty years ago, I did not have the chance 

to study in the West, while many of my friends studied 

in the US and Canada. This is because I served in the 

military, had no ID card, and thus had no right to 

do so. Therefore, I missed that great timing to study 

abroad. After returning to China, my friends told me 

what a supermarket was. Back then, I didn't have any 

idea of what a supermarket was. You could image how 

superficial my understanding of a market economy was. 

Now China has changed greatly. At least our economic 

system is pretty close to those of Western countries. 

I was a very low-ranking officer in the People's 

Liberation Army. After leaving the army, I had no 

connection or interaction with it. I was not a high-

ranking officer as the US described. I served in an 

ordinary civil construction project. I began as a 

technician of a company in the military, and then I 

became an engineer. As I performed well, I then became 

a deputy director of a small research institute with just 
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twenty plus people. That's actually a title equivalent to 
a deputy-regimental level, the highest military ranking 
I have ever received. My dream back then was to reach 
the military rank of Lieutenant-Colonel before China cut 
down on its military forces. Unfortunately, I didn't realize 
that dream, leaving me as a veteran without a military 
rank, and without any connections to the military.

So please don't think that Huawei becomes what it 
is today because we have special connections. We have 
seen companies that were 100% state-owned but still 
failed. Huawei has become what it is today because 
of our hard work. Of course, during this process, we 
have learned from Western philosophies, cultures, and 
management practices. So when you visit Huawei, you 
may feel it is more like a Western company, rather than 
a Chinese one.

Karishma Vaswani: You mentioned that you have 
no connections to the military. Our research has 
shown that when your daughter Meng Wanzhou 
was traveling through Canada, she was reportedly 
traveling with a passport that is usually issued to 
state-owned enterprise employees or government 
employees. Further to that, our research has also 
shown that your chairwoman, previously to this, 
Madam Sun Yafang, had worked at one point in 

13
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her career with the Ministry of State Security, the 

intelligence services here in China. Can you help 

me understand why you say you have no links or 

connections to the military?

Ren: First, regarding Meng Wanzhou's passports: China 

went through a long period of reform. Originally, China 

did not issue personal passports. Ordinary people held 

"ordinary passports for public affairs" and government 

workers held "official passports". As China became more 

open, personal passports were issued. We travel overseas 

frequently and our passports fill up with stamps. Once 

all the pages are stamped, we need to apply for a new 

one. I may have more passports than Wanzhou, because 

I need to renew my passport whenever all pages are 

used up. So altogether, I have had many pages with 

stamps. I don't know what the legal procedure is to 

reveal how many passports Wanzhou has held. I myself 

have many passports. This is because when all the pages 

are fully stamped, the passport is considered expired 

and you can keep it. After they cut off a corner from the 

cover of the expired passport, some country visas on it 

may still be valid. However, one person can only have 

one valid passport.

As for Sun Yafang, we have published her profile on 

the website. Our company has 180,000 employees. They 

come from a variety of backgrounds. We cannot say that 
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only people with a spotless record as elementary school 
students can be employed. Our employees come from 
all different places. We need to assess their behavior, 
not where they are from. Otherwise, how would it be 
possible for us to access and hire this many employees? 
Therefore, you should check her profile on our website. 
I don't think it's okay to suspect or guess where this 
person used to be. Are those guys who have returned 
from the US spies for the US? Definitely not. We have 
recruited many Chinese graduates from the US.

Karishma Vaswani: I see. I just want to go to a point 
about Chinese law. I know you have addressed 
Chinese law, and that the government has given 
you assurances that you are not bound by some 
of the articles in Chinese law. But a lot of people 
have asked that, given the fact that these laws 
require all individuals and organizations to assist in 
intelligence gathering, how could you refuse, if asked 
by the Chinese government, to assist in intelligence 
gathering? Do you have a choice? Can you refuse?

Ren: You need to ask the Ministry of Justice about this 
question. I cannot answer questions about Chinese laws. 
What I can tell you is that we would never do such a 
thing. We have never done it before. We aren't doing 
it today. We won't do it tomorrow. Our company is 
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shouldering a great responsibility of bringing the world 
into the information society. In our process of becoming 
a world leader, we need to lead by setting consistent 
rules and standards, so we could not do this kind of 
thing. Personally, I am resolutely against the behavior. My 
subordinates and successors wouldn't do such a thing.

Many countries may choose not to believe us or work 
with us. However, in this large world, there are still many 
countries that welcome us. We have already won 30 
5G contracts and shipped over 30,000 5G base stations. 
People are increasingly aware of our advanced products 
and are more willing to accept us. Let the facts speak 
for themselves. We cannot depend on speculation, as 
speculation is not the law and accusations are not court 
decisions.

Karishma Vaswani: So, are you saying that, if 
countries keep raising these sorts of security concerns 
about you, you will not want to go and do business 
with them, and you will not enter their markets?

Ren: No. We can understand their concerns. If they are 
concerned for the time being, we can hold off and wait 
until their worries have been addressed. We don't want 
to make trouble for other governments.

The UK also has had concerns about us, but this 
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doesn't affect our investment in the country. We just 
bought 500 acres of land in Cambridge County to build 
an optical chip plant. We are leading the world on 
optical chips. This plant aims to export optical chips to 
many other countries. Our plant in the UK will receive 
oversight from the UK. Why can't we sell the chips that 
have gone through the UK oversight to other Western 
countries? This way, we don't need to produce these in 
China. The chips manufactured in China can be sold to 
China and some other countries that accept Chinese 
chips. Therefore, our investment in the UK is quite heavy. 
I am not saying that if you doubt us, we will not invest 
in your country. These are two different things. We may 
not operate in your market, but it won't influence our 
efforts to deploy strategic resources in a reasonable 
manner. Sooner or later, people will know that we are 
honest people.

Karishma Vaswani: The UK government, as I'm sure 
you know, has said that it can work around or mitigate 
the risks that they found in your technology. But that 
doesn't mean it can't still ban Huawei, in the UK, 
from 5G. What would you do if the UK decided to ban 
Huawei all together? Would you pull your investment 
out of the UK? Would you cut jobs over there?

Ren: The UK has been a very friendly place for us. In 
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recent years, we have had a very good partnership 
with the UK government. We established our security 
evaluation centre in the UK and volunteered to show all 
information to the UK government. The UK knows that 
we have gaps in our software engineering over the past 
three decades. That is because our software architecture 
is not scientific enough and our source code is not 
standardized enough. These gaps must be addressed 
and our software engineering must improve to ensure 
that the networks will be more secure. The UK's OB 
report is not a total negation of us. It just points out the 
issues that have to be tackled. We are determined to 
make the changes, and many of our employees have 
already started to strengthen the software to bring it in 
line with the UK's standards.

Starting now, we will invest a total of over 100 billion 
US dollars in restructuring the whole network over the 
next five years. To restructure the network is to simplify 
network architectures, base stations, and transaction 
models. And it is also about ensuring the highest level 
of both internal and external network security and 
observing Europe's GDPR to protect privacy. While we are 
restructuring the network, we are also making business 
progress. We believe that five years from now, our sales 
revenue will exceed 250 billion US dollars. Doubts from 
the US are not making our market shrink. Instead, our 
market is growing. When customers see such a major 
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power in fight with our small company, it proves that we 
are really good at what we do. We can even increase our 
prices. Some countries not buying from us may result 
in higher prices for other countries. We may even raise 
the prices for countries that have turned around to buy 
from us. It's like shopping in a mall. If you bargain and 
leave without buying, and turn round to buy it, knowing 
that you want the clothes, the vendor will not lower the 
price, but even raise it a bit. These increases in price can 
be used to ensure better network security, instead of 
giving it away. We don't want to emphasize these price 
increases, but we want to stress our efforts to build better 
networks. In the future, our networks will be intelligent 
and the whole world will be driven by the cloud. In an 
intelligent, cloud-driven world, our company will provide 
the most secure and trusted products. Until then, you 
will need to buy from me. There will be no other choices. 
This way we have the opportunity to invest and reform.

The UK has had some concerns about us. These 
concerns drive us forward. I don't think they are a bad 
thing. Instead, I see them as progress. Once we recognize 
our problems, we need to try our best to improve on 
them. We are not a company that can do everything 
just right, so we need to constantly improve. Currently, 
a group of outstanding employees has engaged in 
network modernization in the UK. It is highly likely that 
they will become key pillars for network restructuring 
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following the improvement and will embrace greater 

responsibilities.

Karishma Vaswani: You sound very confident. And 

you sound like you don't believe that the US will 

convince its partners to stop doing business with 

you. Why are you so confident that the US won't be 

successful in getting other countries to ban Huawei's 

equipment? 

Ren: Their allies may or may not believe in them. For 

countries who believe in them, we will hold off. For 

countries who feel Huawei is trustworthy, we may move 

a little faster. The world is so big; we can't walk across 

every corner of it. If all countries choose to buy our 

products today, our company would be overwhelmed. 

We cannot sell or produce enough products for the 

whole world. Therefore, we believe having countries 

accept us in one at a time will be best for sustainable 

development.

Karishma Vaswani: What kind of impact would it have 

on your business if the US is successful in getting many 

of its partners in the West to shut your equipment out? 

Ren: When the West goes dark, it's bright in the East. 
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When it's dark in the north, we still have the south. The 

United States doesn't represent the whole world, but 

only one group of people.

Karishma Vaswani: But the US is a powerful country. 

It has a lot of influence, even in this part of the 

world. What would you do if they were successful in 

convincing your customers, even in Asia Pacific for 

instance? Isn't that enough to kill your 5G ambitions in 

the West and around the world?

Ren: There's no way the US can crush us. The world 

needs Huawei because we're more advanced. I think 

even if they convinced more countries not to use us for 

the time being, we could just scale things down a bit. 

We are not a listed company, and we aren't fighting for 

good balance sheets. Downscaling will help us get really 

good at what we do, so we will be ready to make better 

products that people will love.

At the same time, the US is constantly hurling 

accusations at us, finding fault with us. This pushes us to 

make our products and services better, which makes our 

customers like us more. That's where our opportunity lies. 

Only if customers liked us, would they be willing to buy 

from us despite the difficulties. I'm not too worried about 

any misgivings in the US or other countries. If they point 
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out any areas where we need to improve, we'll improve.

Karishma Vaswani: How much do you think this is 
about jealousy of how well Huawei has done or how 
well China has done?

Ren: We're no more than a tiny sprout. I don't think a 
great nation like the US has much to be jealous of. The 
US has been in a position of absolute power for decades. 
And it will maintain its relative strengths for decades to 
come. Huawei's just a tiny sprout that popped out of 
nowhere. Would the US get jealous of a sprout? I don't 
think so. They have such strong technology and such a 
promising future. So I don't think they're acting out of 
jealousy. They probably just don't understand us. If they 
understood us, they wouldn't be so suspicious. I really 
wish US government officials could come to visit us 
like you have. Take a look at our Xi Liu Bei Po Cun, our 
research and the environment here, meet our scientists, 
see how devoted they are, the attention they pay to 
detail. The US is an innovative country. They are open-
minded, far more open-minded than I am. I've never 
been jealous of others, and the US isn't jealous of us.

Karishma Vaswani: What about China? Do you 
think the US is jealous of China? 
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Ren: I don't entirely understand the relationship 
between these two governments and countries. Huawei 
is a business organization, and we are rarely involved 
in politics. Instead, we focus on our own development. 
Personally, I think China should continue to open itself 
up to the rest of the world. In China, I have never said 
anything against the US or other Western companies. 
Even when Huawei was being treated somewhat unfairly 
by Western companies, I expressed my hope that the 
Chinese government would refrain from reducing the 
market share of Western companies in China, and I even 
required our employees not to attack their market share.

I believe China can benefit from the reform and 
opening-up policy. China has more or less tried to close 
itself off from the outside world for 5,000 years. Yet 
we had found ourselves poor, lagging behind other 
nations. It was only in the last 30 years since Deng 
Xiaoping opened China's doors to the world that China 
has become more prosperous. Therefore, China must 
continue to move forward on the path of reform and 
opening-up. I don't think China should close its doors 
because of Huawei, and I don't think the US will close its 
doors, either. The 250-year history of the US has been 
one of openness. During this period, it has attracted 
the world's finest talent and civilizations, and made the 
greatest accomplishments the world has ever seen. This 
is why I do not believe the US will ever close its doors to 
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the outside world. China should not do this, either. China 
is a developing country, and we need to learn from 
Western companies, welcome their investment, and 
encourage them to do business here. Our population 
of 1.3 billion represents a huge market. I don't think 
Western companies will abandon this market and I 
certainly don't want to see that happen.

After Meng Wanzhou was arrested in Canada, 
Chinese people were still flocking to purchase clothes 
from Canada Goose. This shows that Chinese people 
are not overly emotional or populistic. I think this is 
part of the impact social advances in the last 30 years 
have had on people's mind. We should acknowledge 
that China is an open country, and is becoming 
increasingly more open, which is great for the world. If 
everyone sees things from this perspective, there is sure 
to be less confrontation. Economic globalization is a 
must, not a choice. During the industrial revolution, a 
sewing machine, bicycle, car, train, or ship could all be 
manufactured in one country. However, it is impossible 
for any country to build an information society all on 
its own. This must be established by many countries 
working together, following a set of agreed standards. 
Therefore, we believe that in the information society, 
openness and collaboration will enormously benefit 
every country, and China must continue to open itself 
up to the world. We don't want China to close itself off 



131

Ren Zhengfei's Interview with the BBC

because of Huawei. I want China to continue becoming 

even more open. Perhaps one day we will see that many 

things in China are comparable to those in the UK. We 

have seen very clear social progress. For example, many 

people spat in the street 30 years ago, but far fewer 

people do this now. In the past, people would swarm 

to get onto a bus, even pushing others aside. Now, 

however, people are much more inclined to quietly line 

up in queues and get on buses in an orderly fashion. 

These are all signs of progress in China. We must be 

reminded of such positive progress, and remember it 

took Western countries several hundred years to get to 

where they are today. There are many movies about the 

frontiers when the US started developing its Western 

regions, showing that it had many problems of its own 

back then. However, after remaining open all those 

years, the US is highly developed today. We believe that 

China will open up and make progress even faster in 

the future, and that the entire world will reach the same 

advanced level of civilization.

Karishma Vaswani: You've talked about how Chinese 

companies have come up and how China has changed, 

really. That is what I've heard you say to me. But 

the allegations from the US are that many of these 

companies, many of these changes you described, 

22



132

Ren Zhengfei's Interview with the BBC

have come about unfairly, that Chinese companies like 

you have an unfair advantage here in China, and that's 

why they are so successful around the world. They 

get government support. They have connections in 

the government here as well that help them overseas. 

What would you say to them?

Ren: First of all, I can't speak on behalf of all Chinese 

companies. I can only represent Huawei. I have never 

managed or taken the time to get to know other 

companies, and therefore cannot speak on their behalf. 

But any company would be hit hard overseas if they 

don't follow international laws and the laws of the 

countries in which they operate. If this occurred, they 

would have to learn from those experiences.

When Huawei started operating outside of China, 

we learned a lot about management from Western 

companies. Our financial reports are audited by KPMG 

in accordance with strict procedures. All issues will be 

identified and must be corrected. It took us 30 years 

to build ourselves into an orderly company. I believe 

other Chinese companies have learned a lot from their 

setbacks and other experiences outside of China. Huawei 

does not receive government subsidies, and the audit 

reports from KPMG are publicly available. We would 

be happy to provide you with a copy of an audit report 

so that you can see how KPMG audits Huawei and 
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illustrates what Huawei is like.

I think Chinese society as a whole is gradually 

progressing. There are, of course, always bad people 

out there. We can see from newspapers every day that 

bad people get arrested. This means China is gradually 

adopting a very effective rule of law and optimizing the 

relevant systems.

Karishma Vaswani: Do you see now, as a result of the 

US pressure on some of the countries around you, 

that you will be forced to go into other markets? 

What are the other markets that might oppose you?

Ren: One of Huawei's core values is staying customer-

centric. If customers choose Huawei, we provide them 

with excellent services. If they do not choose us, then 

we simply don't provide services to them. Regarding 

which countries accept or refuse us, that choice has 

not been made in many countries. Press stories do not 

represent government policy or the law. If a law was put 

in place to ban Huawei, then we must comply with such 

laws, and can stop doing business in those countries. 

Personal remarks from government officials are not law 

or government policy. The US has not promulgated any 

laws regarding Huawei. If they had such a law, we would 

follow it, but no such laws have been passed yet.
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Karishma Vaswani: Given the fact that the US is 

trying to go around the world convincing its allies not 

to do business with you, what are some of the other 

markets that you are looking at? I know that you say 

those countries have not banned you yet, but are you 

looking at other markets?

Ren: We don't pay attention to particular countries. 

Instead, we pay attention to our customers. If our 

customers choose Huawei, we will do our best to meet 

their requirements. If customers do not choose us, we 

will try to serve them in the future.

Karishma Vaswani: So the UK is a country that is still 

considering using Huawei. It wants to work with you, 

and it's looking through trying to mitigate some of 

the technological risks. What would you say to UK 

consumers to reassure them of some of the security 

concerns that we've talked about, that you are not a 

company helping China to spy on the world?

Ren: Our issue in the UK is mainly related to software. 

There is software that was written when we were a 

smaller company, which needs to be more resilient. 

But there are no backdoors, security issues, or privacy-

related issues. The software needs to be more robust; 

otherwise, the networks might be more vulnerable or 
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break down in the event of an attack. However, this has 
not happened over the past 20-plus years. Networks 
are massive. No country or company can say for sure 
that their equipment is absolutely reliable. That's just 
impossible. The UK government is giving us an early 
warning that Huawei's networks might be vulnerable 
and may break down in the future in the case of an 
attack if we don't act to improve. We are working to 
address this issue, and it does not have an impact on the 
consumers.

Karishma Vaswani: I want to just continue with the UK 
point for a second. Given the fact that the decision has 
still not been made there, how important is the future 
of Huawei in the UK with regards to your investment 
plans and jobs? Are you able to guarantee that you 
will not be pulling out of the UK, you will not be 
taking jobs out of the UK?

Ren: Huawei employs around 1,500 locals and has 
directly and indirectly created 7,500 jobs in the UK. We 
have R&D centres in Edinburgh, Bristol, and Ipswich. 
Recently, we decided to establish a factory for optical 
chips in Cambridge. We also have a training centre in 
Birmingham. We will not withdraw these investments. 
We remain committed. Why? We believe the UK will 
buy our equipment sooner or later. We cannot cut our 
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ties to it because they do not purchase from us for the 

time being. If we see a jacket in a shopping mall that 

we really like, but could not buy it because it has been 

reserved for someone else, does that mean we will 

never shop in that mall again? We would visit it again 

to see whether more came into stock, and would buy 

it as soon as it was available. For us, the UK will offer 

us many "clothes" sooner or later, and we will visit 

this "shopping mall" again. We won't withdraw our 

investment. On the contrary, we will continue to invest. 

We have our confidence in the UK, and we hope the UK 

will have more confidence in us so that we can continue 

to make more investment in the country.

If the US does not trust us, we will turn to invest 

more in the UK. Take a look at the size of the land we 

bought in Cambridge, and you'll see how ambitious 

we are in the UK. We will not stop visiting the mall just 

because it doesn't sell us the jacket for the time being. 

We won't do that.

The UK has remained open over the years, and I'm 

really impressed about it. I believe all the issues we face 

in the UK can be addressed.

Karishma Vaswani: Are you hoping that the UK 

example will help to convince other European allies 27
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as well?

Ren: We don't want to use the example in one country 

to convince others. If the UK government makes the 

right decision and places its trust in Huawei, we may 

make bigger investments in the country. In fact, we 

have big investments in many other countries, including 

Germany, Hungary, France, and Italy. But still the UK is 

in the leading position.

As you know, the UK is home to Arm, a company that 

specializes in developing CPUs. Years ago, Huawei was 

worried that the US would not sell CPUs to us, so we 

chose to strengthen our partnership with Arm at a time 

when it was not as big. Arm was sold for 32 billion US 

dollars in 2017. With the money, it has achieved greater 

development. Today, the UK, or Europe has earned its 

place in CPU, next to the US. In the communications 

space, there are electrons, photonics, and quantum. With 

the photonics chip factory we are planning to build in 

the UK, the UK, or Europe will gain a leading position 

versus the US, as no US companies are currently working 

on the same technology. Therefore, Huawei has created 

many opportunities for the UK and for Europe to stand 

up equally [as the US]. There were once concerns in 

Europe that there were no European IT or software 

companies as successful as the US companies. Success 

can be expected with our future collaboration. Because of 
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Huawei's involvement in these two projects, Europe has 
gained an equal footing at the forefront. Europe should 
understand what we are doing there. We view Europe as 
a home market. We want to be deeply integrated into 
local communities and develop like a local company in 
Europe. If we were to withdraw our investment, all our 
prior efforts over the years would go in vain.

Karishma Vaswani: Mr. Ren, I would like to raise the 
issue of your daughter. This is a personally a very 
challenging time for you. She is in Canada, she's been 
arrested by the US's request, and she faces extradition. 
How do you feel about this and what will you do if she 
is sent to jail?

Ren: I object to what the US has done. This kind of 
politically motivated act is not acceptable. The US likes 
to sanction others whenever there's an issue. They will 
use such methods, we object to this. But now that it has 
come to this stage, we'd better leave it to the court.

Karishma Vaswani: You say you are against this and 
you say this is politically motivated. China is now 
saying that the release of your daughter could be a 
factor between the United States and China in their 
trade war. How do you feel about your family being 
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dragged into this conflict between the US and china?

Ren: I don't know whether the Chinese government 
has said that. I only know Trump had said something 
to this effect. I don't think Meng Wanzhou's case is 
part of the trade talks between China and the US. I've 
never seen a single word about this in any press or 
public announcements beyond Trump's statement that 
this could be considered during the trade talks. He said 
the US would consider it, but the Chinese government 
hasn't. Personally, I would not like to see Huawei stand 
in the way of China's reform and opening up process. 
I hope China remains open to the US, the UK, and the 
rest of the world, so that we can work together to drive 
the world forward.

Karishma Vaswani: Why do you think Huawei is 
being dragged into the trade war in this way?

Ren: I have no idea. I don't think Huawei has anything 
to do with the China-US trade war. The fight between 
the two countries is intense, but our sales revenue is 
growing rapidly. In my opinion, the trade war hasn't had 
any impact on us.

Karishma Vaswani: What is it like as a father to see 
your daughter in such a difficult situation?
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Ren: Great men are made through hardships. 
Throughout history, many great people had suffered 
many hardships. Hardships are an important asset of 
our lives. We accept that this has happened and trust in 
the law to solve the problem.

Karishma Vaswani: Was she a successor that you 
were grooming, that you were hoping to see become 
the CEO one day? How much loss has the absence of 
her cost your company?

Ren: First, she could never become my successor, 
because she has no technical background. My successor 
must have the ability to gain technical insights and be 
able to make judgments about future technologies and 
customer needs. She comes from a financial background 
and is an exemplary manager. However, she does not 
have that particular quality that is required for strong 
leadership, to point the way forward like a beacon. She 
is not my successor for sure.

To answer your second question. There is no impact 
on Huawei's business due to Meng Wanzhou's loss 
of freedom. The company is actually growing faster 
and better. It may have been a mistake to arrest Meng 
Wanzhou. They may have thought Huawei would fall 
apart if they arrest Wanzhou, but this arrest didn't beat 
us. We are still moving forward. Our company operates 
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based on established processes and procedures and does 
not rely on any one individual. Even though I am gone 
one day, the company will not stop moving forward.

Karishma Vaswani: It does though seem that 
the world is heading to a sort of split, where the 
technology or Chinese companies are welcome, like 
yourself, and where they might not be, like in the 
United States. How do you see that kind of impact in 
the future with regards to the success of Huawei, if 
this division exists in the world? 

Ren: I don't think we are ready in our mind to lead the 
world. I think the US still leads the world in technology 
and science. We simply don't have the ability to 
dominate. We are still one of the many players that are 
trying to do its part to serve mankind. We don't really 
aim to grab more market share. We just plan to keep 
moving forward at our own pace and will not hinder the 
development of other companies. We don't have the 
intent, nor the capacity to dominate the world.

Karishma Vaswani: I understand what you have been 
trying to tell me, and I really appreciate it. I want to 
understand what kind of relationship the Chinese 
companies have with their government. It's quite 
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different from the way companies in the US and 
Europe operate. Can you explain to us that kind of 
relationship?

Ren: I don't know about other companies. I only know 
my own company. I think any company must operate 
according to the law, and must pay taxes. If we don't 
pay enough in taxes, we would be in trouble. Huawei 
is a company that operates in compliance with all 
applicable laws. I don't know about other companies. I 
cannot speak for them.

Karishma Vaswani: Do you think the damage to 
Huawei's reputation has already been done?

Ren: No. I'd actually like to thank the US government 

for the great advertising they've done for us. We feel 

very proud that we could face off with such a powerful 

country.

Karishma Vaswani: Do you think that the Chinese 

system and the perception of how it operates 

make it harder for Chinese companies to succeed 

globally?

Ren: I don't know much about other companies and 

their management systems. However, we comply with all 
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applicable laws in countries where we operate, including 
UN resolutions. I'm not concerned about what other 
companies do, because they do not pay me money. Why 
should I care about them? I'm only concerned about 
Huawei. We will remain true to customer interests and 
never hold any other intentions.

Karishma Vaswani: I appreciate what you are saying 
and why you, as a business, take care about politics. 
But the rest of the world looks at China and it looks 
at the way this government operates. It sees that 
it's becoming more oppressive. It's wondering how a 
company like yours, operating in China, won't be free 
of that influence when it goes out to the rest of the 
world. What would you say to that?

Ren: We do business in other countries to make 
money. The Chinese government has nothing to do 
with our overseas development. In no way whatsoever. 
We comply with all applicable laws in countries where 
we operate, and all of the money we make in other 
countries is subject to the management of the State 
Administration of Foreign Exchange of China. That's all 
the pressure we face from the government. I'm not clear 
yet whether our tax rate will drop when we pay taxes 
to the Chinese government for our overseas profits. 
As far as I'm concerned, I don't think there are such 
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requirements. But I cannot represent other companies.

I know nothing about other companies and do not 
have personal relationships with any of them. I devote 
my heart and soul to Huawei and read some books. 
Therefore I don't know about other companies and 
cannot answer questions about them.

In China, we study the laws that are applicable to 
our operations, and don't have much knowledge about 
others. I'm not a politician who can comment on the 
law. I'm a businessman, not an entrepreneur yet.

Karishma Vaswani: I know you say it's not your 
place to comment from a political perspective, but 
the Chinese government has been quite vocal in 
defending Huawei to the rest of the world. They have 
been very strident when they go around the world 
saying Huawei is innocent, and Meng Wanzhou's 
arrest is not the right thing to do. Does that make 
it more challenging for you as a Chinese company 
trying to operate overseas?

Ren: First, it is the Chinese government's duty to protect 
its people. If the US attempts to gain competitive edge 
by undermining China's most outstanding hi-tech talent, 
then it is understandable if the Chinese government, 
in turn, protects its hi-tech companies. This is good for 
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China's economic development.

Now that our case is already in legal proceedings, I 

will not make any further comments on it. The laws of 

the US and Canada should first be open and transparent, 

and then be just and fair. The US should make all 

correspondence about Huawei public, so that we can 

understand the entire process, and the reason for their 

actions against Huawei, and then make judgments and 

defend ourselves at court. Now that we've begun the 

judicial process, I will not make any further comments 

on this.

Karishma Vaswani: If there is one thing you would 

say to the world right now, what would it be?

Ren: Moving forward, the future information society 

will be characterized by collaboration for shared success. 

We are in an Internet era, where knowledge and culture 

cannot be constrained to one place, or only available to 

the few people who will use them to create something. 

This was the case only when transportation was not fully 

developed, when the train, ferry, or car was not invented. 

Back then, it was understandable that those places that 

understood how to effectively grow crops would become 

rich while others wouldn't. But today, the means of 

transportation are developed. Communications tools and 
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the Internet are all well developed. Advanced civilizations 

may emerge in any place. Only when these advanced 

civilizations are put together, will the future intelligent 

world and the cloud era come into shape. This era 

will be jointly created by the whole world, not a single 

country or a company. Together, we should jointly create 

a better society for mankind, and at Huawei we believe 

we are only making our due contributions.

Karishma Vaswani: Do you think the West 

misunderstands Chinese companies like Huawei or 

China itself?

Ren: In the West, it is only politicians who do not 

understand us. Western companies and scientists know 

Huawei very well. Just this morning, I met with the CEO 

of a huge Western company and we had a very good 

discussion. Such people are not hostile to any company, 

because we are in the same industry, and we understand 

where we are. Politicians, however, might not understand 

us well. They may wonder how it is possible for such an 

advanced company to come from what was previously 

such a poor country. They should come to visit Huawei 

as well, so I can receive them and answer any questions 

they may have. I welcome them.

I gave you honest answers today without any pre-
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conceived answers, and I will happily do the same with 
them. Over time, they will come to understand us.

Karishma Vaswani: As I was saying to you earlier, 
I read your secrets to leadership: be humble, have 
passion, and always be learning. Am I correct?

Ren: Yes, you are right.

Karishma Vaswani: And you believe in the element 
of fire, because you want everyone to have fire in 
their passion. But you also think that fire must be 
constrained. That's why you like fireplaces. It that 
true?

Ren: Both fireplaces and fires have nothing to do with 
me. They are ultimately just decorations in a building. 
Sometimes sitting by the fireplace for a chat has added 
to the atmosphere, but it has nothing to do with my 
love for fireplaces. I love a lot of things. The countryside 
is my favorite. My greatest regret is that I did not 
become a farmer. I read a lot of books and news about 
agriculture and how to grow crops. What I do and what 
I like reading are in conflict. Fire doesn't necessarily 
relate to me.

This is our annual report audited by a US accounting 
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firm. This tells the truth about us.

Karishma Vaswani: What I've heard from you over 

the interview is, it seems to me, that you are a very 

committed businessman, and you just want to run 

your company. You want to get down to serving your 

customers, you want to have the best technology in 

the world, and you want to invest in research and 

development. It's become very difficult for you to 

just focus on your business, right? It's become very 

challenging for you to just focus on your business, 

because of all of these controversies and allegations 

surrounding you.

Ren: I also care about my daughter. I have three kids, 

and I care about all of them. They have their own 

personalities though, and we don't always get along 

with each other. When Meng Wanzhou was young, I was 

in the military and often far from home. Her mom took 

care of her. I had to be away from home for 11 months 

every year, and when I was home for only one month 

she was in school during the day and did her homework 

at night and then went to sleep. We haven't spent much 

time together, but she has always worked hard and she 

is great with people and things.

I still remember when she was studying in the 
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Huazhong University of Science and Technology, her 

mom told me to give her some money and I gave her 

10,000 RMB. When she graduated, she gave back 9,500 

RMB to me. She is very frugal. The first time she went 

to Moscow for an exhibition, I gave her about 5,000 US 

dollars. When she came back, she returned more than 

4,000 US dollars to me. She spent only a little money. 

She is also very independent. When we started working 

with IBM consultants on the Integrated Financial Services 

(IFS) program, she was the program manager and 

worked very hard. She threw herself into the program 

for ten or twenty years. She has a deep understanding 

of project management, so she has done a great job in 

finance.

Those who do an excellent job in finance are 

interested in balance, management, and efficiency. 

Huawei's leaders are not expected to focus on horizontal 

balance, but dive vertically for breakthroughs. So it's 

impossible for my daughter to be the CEO or chairman. 

This is going back to your previous question.

When Meng Wanzhou was detained, as her father, 

my heart broke. How could I watch my child suffer like 

this? But it happened. What could I do? We can only 

solve the case through legal proceedings. We don't 

believe that we have any wrongdoing, because we have 

been so strict with ourselves at Huawei. How could there 
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be any wrongdoing?

The United States will disclose their evidence in the 
future, and the court will come to a conclusion. For 
now, Wanzhou is under house arrest, but she still has a 
strong will and is studying multiple courses online every 
day. Some of our colleagues still communicate with her 
online regarding the company's strategy issues.

As a father, I can't let myself be overwhelmed by 
emotion. I want to see my children fly high and free. 
All of my children have strong characters. They are all 
working hard to become better. As parents, we cannot 
ask our children to stay by our side forever. I think their 
personal development is more important.

I think this hardship is a valuable opportunity for her. 
Undergoing such a big issue will give her strength for 
the future. I think I should thank the US government for 
that. I believe that she will reach even greater heights 
because of this.

Karishma Vaswani: It's been said that it has taken you 
long time to talk to the media. You have been very 
quiet, you have stayed away from the press. People 
say that's because you are secretive, that Huawei is 
secretive. Why did it take you so long to come and 
open yourself and Huawei to the world? Why has it 
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taken this crisis to open to the world?

Ren: Honestly, Huawei has always maintained a pretty 

high profile. All our leaders are out there, people like 

Richard Yu and Eric Xu, speaking publicly every day. So 

why haven't they become an Internet celebrity? Why 

has everyone zeroed in on me? I tend to be shy, not 

good in big groups of strangers. I'm good at poring over 

documents.

My wife once asked me what I loved. I said that I 

loved working with paper. She asked why. I said that 

documents and manuscripts are full of philosophy, logic, 

and real substance. When you write something and send 

it out, it might not have any impact for three to five 

years. However, 30 years later, when you look back and 

read them again, you realize that we've progressed with 

such consistency of purpose. This is what philosophy, 

logic, and management bring.

I wish I could spend more time on internal affairs, not 

external ones. So I didn't go for Chairman of the Board. The 

chairman has to be responsible for all of the company's 

business registration, signing this and that. Those are all 

a bunch of chores. It's like cleaning, and that's not what I 

want to do. I don't want to do anything but manage this 

company. My character has determined this.

Sometimes people ask me why I'm so great. I tell 
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them: I'm not a squirrel; I don't have a big tail. (Note: 

This is a pun, "great" sounds the same as "big tail" in 

Chinese). If I say I'm not great, they say I'm pretending 

to be humble. Therefore, I can't talk to the media. If I say 

I'm great, they don't believe it. If not, I'm being fake.

At this historic moment, our public affairs team 

is forcing me to speak out more. They say when I 

speak, people pay more attention, that other corporate 

executives can't draw that much attention. If the CEO 

is out there having coffee in public, why not take a 

picture? I don't really speak in public, and am not much 

for socializing. If I go out for coffee, I don't feel free to 

be myself. Inevitably many people take pictures and put 

them on the Internet.

"Wow, Ren leads such a plain life!" I don't know why 

people think drinking coffee is plain living. They say the 

same when I eat. Maybe I'm not in the mood for meat, 

so I have some vegetables instead. And then you've got 

people saying how great I am.

What you see in the media isn't really me sometimes. 

And I don't really have time to explain myself, so I don't 

meet with the media all that often. That's not true, 

actually. I did do an interview with the BBC in Davos 

several years ago, and it was broadcasted live. So I do 

meet with the media, but not so frequently.
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Our public affairs team is getting squeezed by you 
media folks, and now they're squeezing me. So I have 
to come out and put on a show. Sometimes I say the 
wrong thing. I have never received media training, and 
I always speak what's on my mind. So I can't help but 
say the wrong thing sometimes. If I do, I hope you can 
forgive me.

Karishma Vaswani: I have one final question to ask. 
You have talked in the past about being inspired, 
in your leadership, by the West. What was it about 
European history that inspired you? Why were you 
drawn to it? And now that you are getting this 
resistance from the West, have you changed your 
mind?

Ren: First, I think the UK has had a deep impact on me. 
This is the country where the constitutional monarchy 
was established. Under this framework, kings and 
queens are placed under law, and the law is in the hands 
of parliament. The king is not the most powerful, and 
is subject to legal restrictions. He's subject to collective 
decisions in parliament. This has created a well-balanced 
country. The Glorious Revolution in the UK made it 
possible for the country to avoid conflict for 350 years. 
This has made the UK a very developed nation today, 
and it has had a great impact on me.
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Second, the Puritans. After they sailed across the 

ocean to America, they inherited the rule of law from 

Britain. America is a large continent. During its rapid 

expansion, the West was in chaos, so it was impossible 

for them to establish very detailed laws. People in 

Britain, however, were super attendant to details in 

their legal system. This weakened the momentum of 

their innovation. Right now the overall management 

frameworks in the US are all quite standardized, but 

with a lot of flexibility at the end points. This has led to 

a dynamic society.

We have a similar system at Huawei, with a very 

rigid overall system, but very flexible end points. We 

give people the freedom to grow, so we've got not only 

order, but also democracy and freedom in our company. 

It looks like a miracle to people outside Huawei.

I actually learn from two cultures. One is the 

British culture. In this culture, clear and standardized 

management is the backbone of society. Second, it 

is the American culture. This is a culture that is open 

at the end points and that encourages openness and 

competition. We don't manage everything to death. All 

of this has had an impact on me. So much philosophy 

in the West is rich with meaning. I've learned a lot from 

it. Everything I write these days is at once standard, but 

also a little mischievous around the edges.
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Some of our people have taken the time to read and 
understand what I write, and those are the ones who 
become key employees at Huawei. Those who don't 
quite understand continue doing their part at other 
levels in the company, and in this way we've created an 
organization with a certain order to it.

Karishma Vaswani: Thanks so much for your time. 
I could talk to you all day and it has been a really 
interesting conversation. We really appreciate the 
time that you have given us to try and understand 
where you are coming from. I think it is a very difficult 
situation that you are in.
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Bianna Golodryga: Thank you so much for sitting 
down with us. You rarely give interviews. Why have 
you decided to give one now?

Ren: For the most part I speak within the company. I 
speak with different teams almost every day, actually. 
I tend to pay more attention to internal management 
at Huawei, and I don't feel as though I should take on 
external communications. I think that should come from 
our rotating chairmen, people who actually do the work. 
I want to do more in terms of internal management, so 
I don't engage with the media all that often.

We're in a unique situation right now. Our public 
relations department thinks I have a lot of influence, 
so they've asked me to speak out more to help us 
communicate better with the outside world.

Bianna Golodryga: Your company's name is making 
a lot of headlines. There are a lot of charges and 
accusations against your company, specifically, your 
daughter, who is under house-arrest in Vancouver, 
charged with Iran sanctions violation. How was she 
doing?

Ren: In the past, Huawei was not a well-known 
company. We build telecoms networks, and our 
customers were only about 300 large companies 
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around the world. When we started making consumer 

products, our name started to become known. Now a 

lot of people know us as a smartphone manufacturer. 

Of course, some people like our phones and some 

don't. Those who don't like our stuff don't pay that 

much attention to us. Now the US is bringing charges 

against us. They're an incredibly powerful country, and 

in a way they've made Huawei known around the world. 

Of course, the US may not be able to tell whether or 

not Huawei is a good company for the time being, but 

it helped us get our name out. Now everyone knows 

about that company called Huawei, so we'd like to 

thank them for the advertising.

The charges made against us are not a verdict. 

They are only the first steps in a legal process. We can 

resolve these issues through legal proceedings. Let the 

courts decide. I believe the arrest of Meng Wanzhou in 

Canada was politically motivated. My daughter is a very 

nice person who studies hard and works hard. She was 

responsible for building Huawei's financial management 

system, which is one of the best in the world.

Wanzhou is also very brave. Right after the huge 

earthquake in Japan, the one with the tsunami and the 

nuclear crisis, she hopped on a plane from Hong Kong 

to Tokyo to help with the disaster relief work. There 

were only two passengers on that flight, and she was 
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one of them. After Wanzhou was arrested in Canada, a 
young girl in Tokyo even wrote her a thank-you letter, 
which was published in the Japanese media. Wanzhou 
is currently under house arrest, and is using this time to 
take multiple online courses to improve herself. She feels 
time is precious, and she doesn't want to waste it.

Sometimes we talk over the phone. Our calls aren't 
private, so we just shoot the breeze and joke around 
with each other. From what I can tell, she is in good 
spirits.

Bianna Golodryga: And I know she also had a birthday 
last week. It must be hard for you to miss your 
daughter's birthday.

Ren: I think this birthday is very meaningful for her. 
As an old Chinese saying goes, "Great men are made 
through hardship." These scars will ultimately give her 
thicker skin. The hardship she's going through right now 
will be a turning point. It will give her wings, and I think 
she'll come out of it more mature.

Wanzhou has been a very hard worker ever since she 
was a child, but she has never experienced any major 
setbacks. This setback will leave an indelible mark in her 
memory. It will make her more mature. It will make her 
stronger. In this sense, I think this is a very meaningful 
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birthday for her.

Bianna Golodryga: You said that the charges against 

her are politically motivated. Obviously, she is facing 

extradition to the United States. These are serious 

charges leveled against her. If convicted, she could 

spend 30 years in jail in the United States. Why do 

you call these charges politically motivated?

Ren: The legal systems in the US and Canada are open, 

just, and equitable. They will ultimately disclose their 

evidence and remain transparent throughout the entire 

process. I'm afraid I will only be able to answer your 

questions once they've reached a verdict in court.

Bianna Golodryga: The indictment claimed that 

Huawei defrauded four large banks, including 

HSBC, into clearing transactions with Iran, and that 

of course would be in violation of international 

sanctions and that they did it through a subsidiary 

company called Skycom. What is your relationship 

with Skycom?

Ren: These issues are currently in legal proceedings. 

We're going to have to wait for a verdict before we can 

answer questions like this.

04

05



161

Ren Zhengfei's Interview with CBS

Bianna Golodryga: Do you have a statement as 
to whether or not Huawei violated international 
sanctions?

Ren: Again, that's for the courts to decide.

Bianna Golodryga: You said in the past that you felt 
guilty about your daughter's predicament, why?

Ren: I think I was not around enough when my children 
were young. I spent most of my time working.

Bianna Golodryga: You said that you felt guilty as a 
father, why?

Ren: I joined the military when my children were still 
very young, and I was not at home for 11 months out 
of the year. During the month I was at home, they had 
homework, and they had school. I didn't have a lot of 
time with them. Their mother was mainly responsible for 
their education and upbringing. We weren't very close.

After I started Huawei, it was very difficult to ensure 
the company's survival. I had to do 16-hour days in 
the office, or working on other business activities. This 
meant I wasn't able to take care of my children when 
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they were growing up and going to school. I was lacking 

in that respect.

Bianna Golodryga: It must be hard for you, not only as 

CEO possibly losing your CFO essentially, but also as 

a father to see your daughter facing extradition and 

potentially prison-time. How does that make you feel 

wearing both hats, as CEO and as a father?

Ren: I'm actually okay, I think. Because I believe the 

legal system will respect the facts and evidence, and the 

courts will adhere to their principles of openness, justice, 

and fairness. I will wait for the courts' decision. It won't 

affect the company's work at all, because we operate 

based on a mature set of processes and systems. No 

single person can affect the operations of the whole 

company.

Bianna Golodryga: I want to go back to what you 

said earlier, calling your daughter's arrest politically 

motivated. I'm wondering if you consider the timing 

of her arrest, happening in the middle of trade 

negotiation, and a trade war potentially between 

China and the United States, do you feel that you, 

your company, or your daughter is used as a tool?
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Ren: Both China and the US are major powers, like two 

massive wrecking balls. Huawei is more like a small 

tomato. If those two want to collide, how could we 

possibly stand in the way? It's just not possible. And trying 

to do so wouldn't create any value. Meng Wanzhou isn't 

a valuable tool in that equation. I would say that her 

case doesn't have much to do with the China-US trade 

war. The two countries need to adjust their relationship 

through politics, laws, and institutions. Individuals like us 

don't play a big role in matters like this.

Meanwhile, as the China-US trade war has grown 

more intense, Huawei saw much higher growth in 

January 2019 than we did in the same month last year. 

So the trade war hasn't had much impact on us. And 

there's no way that Huawei could possibly have an 

impact on the trade war, either.

Bianna Golodryga: President Trump reportedly 

said that he would consider intervening on your 

daughter's behalf and many believe that would be 

part of a larger trade deal. What was your reaction 

when you heard that from President Trump?

Ren: I didn't have a reaction to that. President Trump 

loves tweeting his thoughts. He is a straightforward 

president. But I still think that the situation with Meng 
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Wanzhou should be handled by law.

Mr. Trump is a great president. He was able to cut 
US taxes in such a short period of time. This is difficult 
to do, especially in a democratic country. All democratic 
countries are big on debate: People debate and argue 
for a long time to reach a consensus. US taxes went 
from high to low, and they reached a consensus 
relatively quickly, forming it into law. This will be good 
for the US economy over the next one hundred years. 
When tax rates are lower, there's less of a burden on 
companies, so they can grow faster. This will prime 
society for a period of rapid growth. President Trump's 
approach [to taxes] is a great initiative.

I've been saying all along that China should cut taxes. 
This gives companies a breather so they can gather 
their strength and create more competition. Tax cuts are 
relatively slow in China. The country has a heavy burden. 
Many regions in China are still impoverished. The 
country needs quite a bit of money to help solve this, 
so they can't cut taxes all at once, only little by little. So 
what President Trump has done in this respect is pretty 
great.

There is something else I would like to say, though. If 
President Trump keeps on intimidating other countries 
and companies, and randomly grabbing people, it's 
going to scare off investors. And then how are they 
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going to make up for lost tax revenue?

They cut taxes to encourage investment. Tax revenue 

from new investors can help fill that gap and the US 

will continue to thrive. I think the US should change its 

policies. It should be friendlier to businesses. If they're 

not, no one will want to invest because there's risk. It 

has an impact. Resolving this issue is also important for 

the US's image overseas.

Bianna Golodryga: Do you hope that President 

Trump would intervene on your daughter's behalf?

Ren: I don't know about this, because I don't know him. 

I've never had any contact with him, so I don't think 

I'm really in a position to comment on this one way or 

another. If he were my friend, I would be able to fully 

understand him. The fact is, I only know about him from 

his tweets and speeches. I think he made some good 

points in his recent State of the Union address. I read 

through it – it's good.

Bianna Golodryga: You speak very highly at President 

Trump, yet he's likely to issue an executive order 

banning your company from doing any business in 

the United States. How do you square the two?

12

13



166

Ren Zhengfei's Interview with CBS

Ren: To be honest, we haven't had too much business in 
the US over the years, but we've never given up on this 
country. We keep on trying, and this is because we respect 
the US. If they don't let us sell, then we won't sell.

However, some US politicians are saying that Huawei 
is a security threat. We barely have any equipment 
over there, how could we pose a security threat? If the 
US is secure without Huawei, maybe they can use this 
to convince other countries around the world. But are 
US networks really secure without Huawei? Is their 
information secure?

If they can't manage security even when Huawei isn't 
there, it's wrong to believe that the US can secure itself 
just by keeping us out. Every country and every customer 
has the choice to work with us or not. We operate in a 
market economy, and we can accept that. We sell our 
products in many countries around the world, and plenty 
of operators don't buy our stuff. It's not like we hold it 
against them. There are many reasons not to buy from 
someone, and there's no way that Huawei can take hold 
of every single market. There are markets everywhere 
out there, but we don't have enough products to serve 
them all. If the US bans us, it means that US law doesn't 
allow us to sell there. And if that's the case, we won't sell 
there. And that's that.

But other companies might go to the US market, 
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which is still good for the US economy. I believe that the 
new tax policy [of the US] is great. It's very difficult to 
achieve, but the US did it. It's difficult in any country. You 
have to balance tax cuts with other factors, including 
spending, the social safety net, and things like that. But 
the US made it happen. It's a great nation.

Bianna Golodryga: You talked about the big issue 
here, and that is the United States government and 
the security agencies believing that you provide a 
backdoor to Chinese intelligence. Can you refute 
that categorically?

Ren: As I have stated in previous interviews, we 
absolutely have not and will never do anything like that. 
One, we have never engaged in any form of espionage, 
and would never allow our employees to engage in that 
type of behavior. Two, we have not and will never install 
backdoors in our equipment.

Some ask, what if Chinese law requires you to install 
backdoors? I would categorically refuse. Absolutely I will 
not respond to any demands for us to install backdoors.

At the Munich Security Conference on February 16, 
2019, Yang Jiechi, a member of the Political Bureau of the 
Communist Party of China (CPC) Central Committee and 
Director of the Office of the Foreign Affairs Commission 

14



168

Ren Zhengfei's Interview with CBS

of the CPC Central Committee, made it very clear:

First: Chinese law does not require companies to 

install backdoors.

Second: The Chinese government always requires 

Chinese companies to abide by international rules and 

the laws and regulations of the countries where they 

operate.

The Chinese government has made itself clear, and I 

have made myself clear. Our message is the same: There 

are no backdoors.

Over the past 30 years, Huawei has served three 

billion people in more than 170 countries and regions. 

We have maintained a fantastic track record in cyber 

security for three decades now, and this attests to 

the fact that our equipment doesn't have backdoors. 

And it will stay that way for the next 30 years. We are 

unequivocal about this.

I can clearly state here: No one has ever instructed 

us to do this, and no one will. We have made ourselves 

very clear, and the Chinese government reiterated this at 

the Munich Security Conference.

Bianna Golodryga: You said you would never take any 

instruction like that from the Chinese government, 15
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even if they came to you. Wouldn't that put you 

out of business? How can you say no to the Chinese 

government?

Ren: As I just said, Yang Jiechi, a member of the Political 

Bureau of the Communist Party of China Central 

Committee, stated expressly at the Munich Security 

Conference that no such requirements exist within 

Chinese law.

He is a senior official of the Community Party of China, 

and he speaks on behalf of the Chinese government. So 

when I say "no," that's in line with what the state requires. 

No security issues exist.

Bianna Golodryga: Your current chairman said that 

Huawei is being accused of lying, and unjust and 

immoral bullying. Do you believe that the United 

States is currently bullying Huawei?

Ren: I think it's normal for a country to question a 

company. But this needs to be done through a legal 

process and the US legal system. We need an open and 

just process to determine who's right and who's wrong.

Over the past 30 years, we have been involved in 

a number of lawsuits in the US, and we did not lose 

any of them. This at least shows that Huawei has done 

16
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relatively well in this respect.

If we are able to use the courts to resolve issues like 
this, I think that our Chairman's comments will be proven 
correct. We should let the legal process take its due 
course, as the US is a country that follows the rule of law.

Bianna Golodryga: Do you believe that the United 
States is trying to put Huawei out of business?

Ren: Will Huawei go out of business? I don't think so. 
We're full of life. It's possible that pressure from the US 
is actually making us more motivated and driving us to 
work harder.

Someone once said, "The easiest way to collapse a 
fortress is to attack it from within." I want to say that 
external pressure will only make a fortress more united, 
resilient, and effective. How could it collapse?

Many of our customers have been working with us 
for over two decades. They know Huawei best and know 
what motivates us. Consumers make their own decisions, 
and they won't decide to buy something or not just 
because someone else told them to. We are confident 
that we will continue to survive and thrive. This will not 
have a large impact on us.

17
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Bianna Golodryga: I asked this because Vice President 

Pence and Secretary Pompeo were both in Europe 

last week, trying to persuade the US allies not to use 

Huawei as they roll out 5G technology. Vice President 

Pence at the Munich Security Conference said, "We 

cannot ensure the defense of the West if our allies 

grow dependent on the East." Do you view that as a 

threat?

Ren: First, I need to thank them. They are both taking 
on a great task for their country. I have seen Mike 
Pence's financial disclosures. He only has about 15,000 
US dollars in personal savings, and 15,000 US dollars for 
his two children's education. As a government official, he 
is fighting for politics and his ideals. This, in my opinion, 
makes him great. Mike Pompeo is also a great man, 
with a PhD degree in political science from Harvard 
University.

They are advertising Huawei's 5G all over the world. 
Before, no one really knew what 5G was for. Now the 
entire world knows about 5G, and when they look into 
it more closely, they realize that only Huawei does 5G 
the best. Only our 5G is the best in the world. This 
has helped amplify our impact. We are seeing more 
contracts, not less. And we're getting them faster than 
before, including in Europe.

That's why I said I need to thank them for getting our 

18
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name out there – and for free. So I am very grateful to 
them. Please give them my thanks.

Bianna Golodryga: That's a little bit of sarcasm 
there.

Ren: No, I'm not being sarcastic at all. Huawei is a 
company, and the US is a great nation. Our conflict with 
the US and its top officials has helped get our name out 
there.

Bianna Golodryga: I'm sure they will watch our 
interview and they can interpret that however they 
might. One of the concerns that they're trying to 
espouse to the allies in Europe is that Huawei's 5G is 
closely related to military technology. The US appears 
to be saying that they may reconsider sending US 
troops in certain European countries if they continue 
using Huawei technology. What is your response to 
that?

Ren: To start with, they seem to view 5G as a type of 
equipment for military control. 5G is not an atomic 
bomb. Atomic bombs hurt people and cause safety 
problems, but 5G brings benefits to people and offers 
us information channels and pipes. These channels and 
pipes are controlled by operators and governments. 
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We provide equipment only, similar to water pipes and 
taps. They won't be a big threat to security. After all the 
hypes, people will ultimately calm down and see what 
our equipment is really like. We think that Europe will 
make their own assessment. I don't mean any sarcasm. 
I have never said otherwise to the media. We are happy 
to see the publicity they have done for us. In fact, many 
countries don't take Huawei very seriously, not even 
knowing who we are. This publicity has helped Huawei 
raise our profile and expand our markets. We are getting 
more contracts faster. Due to the recent events, the sales 
of our consumer products in January rose by 68%. So I 
believe that this will not be a big crisis for us and it will 
not greatly impact us.

Before Western countries say Huawei poses a 
threat to the West, they should first assess Huawei's 
contributions to society. First, we provide services to 
three billion people in 170 countries and regions, and 
we have contributed greatly to bridging the digital 
divide, like giving poor countries access to information 
and education opportunities. China is ahead of many 
countries in terms of network development, and China is 
now seeing a decline in poverty. This is because people 
have access to new information, new technologies, new 
jobs, and new sales techniques. We bring benefits to 
humanity; we are not a threat to society, and would 
never cause it harm.



174

Ren Zhengfei's Interview with CBS

Second, we have more than 80,000 patents. These 
are our contribution to the foundation of the digital 
society. More than 11,500 of these core patents were 
granted by the US government, giving us legitimate 
rights. We are a big contributor to the US's information 
development, not a threat. 

As for the backdoor question, I have clarified many 
times that there are absolutely no backdoors in our 
equipment. We would never take that risk and do 
something that we shouldn't do.

Bianna Golodryga: Have you ever given any 
information to the Chinese government in any way, 
shape, or form from your clients, your customers, 
even if it's a local, domestic customer?

Ren: Over the past 30 years, Huawei has never done 
that. And I believe that we will never do this in the 
future. 

Bianna Golodryga: Could Huawei possibly have a 
backdoor without your knowledge?

Ren: It is impossible. All of our departments, from the 
top down, have emphasized that no backdoors are 
allowed. Huawei equipment contains no backdoors. If 
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any backdoors did exist, the US would have discovered 
them long ago as they have such advanced technologies. 

Bianna Golodryga: Despite warnings from the 
United States, you had the intelligence agencies 
from the United Kingdom say that they can mitigate 
the risk and they will likely continue to do business 
with Huawei as they roll out 5G technology, and 
New Zealand also said that they will look at your 
agreement; they had once banned it. Do you view 
that as vindication against the accusations from the 
United States?

Ren: I don't think so. I think the US is reminding 
everyone that there may be some issues and that they 
need to assess them. We have established a cyber 
security evaluation centre in the UK where our source 
code is subject to inspection by the UK government. 
During our 10-year partnership with the UK, there 
has never been a security incident. Huawei has built 
very strong "walls". We have the world's best defense 
capacity. US company Cigital made an assessment, 
saying our systems are the strongest in terms of attack 
prevention. When the UK government checked our 
software in detail, they found that the code was not up 
to their standards. But why was this the case? Because 
we were a small company 30 years ago. The code we 
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wrote in the past, is not up to today's standards. Now 

we are asked to make improvements on the code 

running on the live networks of the UK and restructure 

the networks using new software standards designed for 

the next 30 years. So we have decided to spend 2 billion 

dollars to improve the source code on these networks. 

The UK has concluded that the issue surrounding 

Huawei is manageable, since we've had ten years of 

partnership. The UK has made its point: People say there 

may be some issues surrounding Huawei, but they are 

manageable.

Moving forward, technology will only develop faster 

and information traffic will increase, requiring equipment 

with large capacity. We remain wary about this. In the 

past, one floor of a building was required to house the 

equipment that served 100,000 users. Now, a much 

smaller space like this would be enough to house the 

equipment that serve millions of users. We are also 

concerned about security incidents or faults caused by 

network technologies. A small incident can have a huge 

impact, but there has not been any.

Recently, the networks of some companies have 

experienced outages in many countries. I don't think 

these companies deserve harsh blame. However, 

they need to accept what has happened and make 

improvements. No single company will always be 
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successful in the network field, including Huawei. But 

we have well-designed systems in place to prevent and 

tackle network issues. Cyber security and information 

security are two different things. We sell network pipes, 

and we sell equipment to carriers who decide what 

passes through these pipes. It is not in our hands.

Bianna Golodryga: So then what is your response 

when you hear the director of CIA Gina Haspel say 

that she would never use a Huawei product because 

of the safety and intelligence concerns; the director of 

the NSA also said that he would not use your products, 

and former director of CIA Michael Hayden said he 

has enough evidence to persuade him that Huawei is 

spying for China?

Ren: These people may not directly use our equipment. 

However, the US government spends 85 billion US 

dollars on IT equipment every year, and numerous 

Huawei patents are used in the creation of this 

equipment. Huawei is a significant contributor to IT 

development, and we may be one of the top companies 

in terms of IT. 5G will be used widely worldwide, and 5G 

products, no matter where they are from, are built on 

the back of Huawei's contributions.

We think it's understandable if some customers say 

24



178

Ren Zhengfei's Interview with CBS

they won't use our products. The world is huge. We can't 
expect everyone to use our products, and we don't have 
the capacity to serve everyone, either. Their opinions 
are understandable, and we accept that people have 
different views regarding us. We only strive to serve 
customers well where the opportunity to do so exists, 
and will pull out where we face rejection.

Bianna Golodryga: They maybe find it hard to believe, 
as much that you deny, that China if ever approached 
you about using backdoor access to any customer 
information, that you would say no or would have 
any opportunity to say no.

Ren: A senior Chinese government official made a 
statement at the recent Munich Security Conference. 
These US politicians should trust in what the Chinese 
government has said. It's wrong to use assumptions 
as evidence for alleged crimes. Evidence should be 
something real. It's natural if someone refuses to use 
Huawei's products out of concerns. This is not really any 
different to choosing clothes in a shopping mall. You 
won't like all of the clothes out there, and if you don't 
like them, don't buy them.

Bianna Golodryga: We know for a fact that President 
Trump has not always believed the intelligence that 
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his intelligence committee has provided him. Is there 
anything that you would want to tell President Trump 
to refute what his intelligence advisors are telling him 
now about Huawei?

Ren: First of all, Huawei's financial reports have been 
audited by KPMG, and this has been the case for nearly 
two decades. These audit reports are available online 
and reveal Huawei's matters regarding finance and 
management.

Second, Huawei is a member of more than 300 
standards bodies, and has submitted tens of thousands 
of proposals. These memberships and submissions attest 
to what we have done and what we have contributed 
to these organizations. Mr. Trump doesn't have to ask 
me what Huawei is like. He only needs to talk to major 
companies and scientists in the US. They are more 
familiar with Huawei than US politicians are because 
they have engaged with Huawei for several decades. 
This is the best way to find the right examples to make 
correct judgments about Huawei. Mr. Trump could even 
invite Huawei's competitors for a cup of coffee, and 
learn what they think of Huawei. Huawei is like an open 
book, and being open is not an easy task.

Bianna Golodryga: Your competition in the past 
however has accused you of stealing intellectual 27
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property and technology, in particular T-Mobile. You 
settled a lawsuit with the company when they accused 
you of stealing an arm of its robot called Tappy. You 
said this was the work of a few agents, but there is 
evidence that FBI found, they found internal e-mail 
suggesting that the company rewarded stealing 
intellectual property. Is that the case?

Ren: We have made it very clear that we have not and 
do not reward employees for any misconduct. We will 
take disciplinary action against anyone with this type of 
behavior. The T-Mobile and San Diego cases are already 
in legal proceedings, so we need to wait for the court's 
decisions.

Bianna Golodryga: Let's just be clear. You never 
authorized internal e-mails that rewarded 
employees who stole intellectual property from 
competitors?

Ren: We would definitely take disciplinary action against 
employees who do this. Any employees who engage 
in this type of misconduct must be disciplined. If this 
type of behavior were to go unpunished, our company 
wouldn't be able to survive in this world.

Huawei is a large company. We have more than 
180,000 employees, and our sales revenue is more than 

28



181

Ren Zhengfei's Interview with CBS

100 billion US dollars. If we condoned misconduct, we'd 
have a lot more problems ahead of us, not just one or 
two lawsuits. We wouldn't be able to keep our doors 
open. That's why we would never reward this type of 
behavior. There's no way.

We have a lot of respect for intellectual property. We 
are pushing for the Chinese government to strengthen 
its protection of intellectual property rights, and I think 
China needs to continue protecting these rights. China 
can only become an innovative country if it protects 
intellectual property rights in the same way as it protects 
other property rights.

The US has risen to be the world's most powerful 
nation in just over 200 years. This is attributable to its 
strong protection of intellectual property rights. We need 
to respect the US for that and learn from them.

Bianna Golodryga: And you're quickly following suit 
and catching up; [you're] the second largest economy 
now. It's very impressive, the scale and size of Huawei, 
you're in 170 countries, and you're a privately owned 
company. Do you currently or have you in the past 
received or relied on any subsidies from the Chinese 
government?

Ren: Huawei doesn't receive subsidies from the Chinese 
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government, except for a few that support scientific 

research. These are clearly listed in our KPMG-audited 

annual reports. For the most part, though, we don't 

accept any subsidies from the government. We do 

accept some for basic research, national standards 

research projects, or other things the country's working 

on, but they are very few in number. Again, you can see 

those in our financial reports. We also received some 

subsidies from European governments for basic research.

Bianna Golodryga: The allegation is that there is not 

a level-playing field for your competitors, and in fact, 

Huawei is guaranteed at least a third of China's 5G 

network contracts, foreign competitors are not. Is 

that fair in your opinion?

Ren: No one is guaranteed a market share like this. All 

companies have to compete for it.

Bianna Golodryga: Why not? I'm curious, let's go 

down this road. Why shouldn't Huawei and ZTE be 

compared?

Ren: Because Huawei and ZTE are completely different 

companies. I don't know much about ZTE. Why is 

everyone always lumping Huawei and ZTE together? 
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I don't really know what kind of company they are. 

We actually engage more with Ericsson and Nokia. 

A company's market share is determined through 

competition, and our market share outside China is 

larger than it is in China. We have mostly focused on 

our business overseas.

Bianna Golodryga: Do you think there's a level-

playing field for competitors in China right now?

Ren: I think we compete based on who makes the best 

products. History will prove that. In the 1980s when 

China began to implement the reform and opening-

up policy, nearly all products in the Chinese market 

were from foreign companies. It's no longer up to the 

government to decide where people get their products 

from. All procurement today follows market-economy 

rules. Bids are evaluated openly and fairly. I don't think 

there's any special treatment for domestic vendors here.

Bianna Golodryga: Do you think that's the policy 

that President Xi espouses to?

Ren: I think that China is advocating more openness 

in its policy. You may have heard some of President 

Xi Jinping's remarks at the China International Import 
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Expo. He said that China would allow foreign capital in 

the financial sector, gradually lower the tariffs for the 

automobile sector over the next five years, approve fully 

foreign-owned automobile companies, and open up 

all manufacturing sectors. We'll have exactly the same 

policies for both Chinese and foreign companies. The 

expo is a good example of China's openness in policy.

Last December, during the celebration of China's 

40th anniversary of reform and opening up, the country 

showed greater consideration for private companies, 

so they could receive fairer treatment. In the past three 

decades, foreign companies have been treated as "VIPs", 

state-owned enterprises have been treated as "sons", 

and private enterprises as "nephews". We're lower on 

the totem pole than you guys. I wish we were in the 

same position as foreign companies. However, this focus 

on foreign companies has actually helped China grow 

out of poverty and begin to develop. In addition, the 

inflow of foreign companies has also stimulated China's 

industrial progress and development. Chinese companies 

have realized how strong their foreign counterparts are 

and have learned a lot from them.

Being open is key to China's future. And only through 

reforms will Chinese companies prosper. I firmly believe 

that. I have never supported the idea of excluding 

foreign companies. Even when some foreign companies 
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were trying to give us a hard time, at Huawei, we never 

saw them as our enemies. Instead, we called them peers, 

which in Chinese, literally means our business friends. 

We don't treat them badly, and this has won us respect 

from our customers. Maybe our market share is a bit 

higher because of this. But if we take too much, I'd feel 

bad. There's no reason to take that much. We need to 

leave some of the market for others.

Bianna Golodryga: Is this a view that you've shared 

with President Xi?

Ren: I didn't have the opportunity to share these points 

with President Xi. These are some of our thoughts drawn 

from our experience lawfully doing business in China. I 

wouldn't have the opportunity to share our views, and 

even if I did, they may not listen.

Bianna Golodryga: Because there is a view in the 

West that he's taking more of a nationalist turn in 

controlling state enterprises as opposed to leaving 

companies more independent. Do you think that's 

hurting your brand, your name, and your view points?

Ren: We need to look to what President Xi has said to 

better understand his ideas. At the Boao Forum for Asia, 
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he announced many policies for opening up. Then in 

November last year, at the China International Import 

Expo, he announced many measures China will take to 

open its market to the West. In December, during the 

celebration of China's 40th anniversary of reform and 

opening up, he announced that China will enhance 

the reformation of state-owned enterprises. These are 

all nothing more than reforms and opening up. In my 

opinion, China will become more open, not close its 

door to the world. Viewing China as a foreigner, you 

probably can't feel that. But we were born here and 

grew up in China, so we know how the environment has 

been gradually changing over the past 30 years.

When China just started opening up, it was very 

difficult for us to get a loan of 10,000 US dollars (about 

CNY80,000). We did everything we could but we still 

couldn't get a loan as big as we needed. Later, we were 

able to get loans like this, and things gradually changed. 

So I don't think China will take a path that centers on 

state-owned enterprises. The biggest weakness of state-

owned enterprise is their inefficiency, which leads to high 

operating costs. China hasn't built a complete system 

of resource taxes yet, so state-owned enterprises may 

have advantages in some resource-related industries. 

But in industries of open and free trade, state-owned 

enterprises will face much greater pressure.
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Bianna Golodryga: Many Americans are just hearing 

about your company and your name recently. What 

would you like the American public to know about 

Huawei, and what Huawei brings with 5G?

Ren: First of all, I would like to express my thanks to the 

US government. Without their high-profile campaign, 

most people wouldn't have any idea who Huawei is. 

We basically have few sales in the US, and our market 

presence there is very small, so consumers don't know 

much about Huawei.

The message we want to convey to the American 

people is that we can work together and share the 

success. An information society is different from an 

industrial society. In an industrial society, a country could 

close up its doors and make sewing machines all on its 

own, for example. They could do it themselves without 

the help of other countries. The same is true of tractors, 

cars, trains, and even ships.

But we're in an information society now. Everyone 

has to work together and build a global network, piece 

by piece. No single country can do it alone. All countries 

around the world need to work together to build a 

society for the future.

What contributions can we make to benefit the 

American people? Our networks are great, so some of 
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our equipment might be suitable for the US. It's up to 

the US to decide whether or not to use our networks. 

If they choose not to use them, we can provide our 

products to other markets, and then come back to the 

US at a later date. Sooner or later we will be able to 

make our contributions to the US.

Bianna Golodryga: There are two more questions 

for you. Thank you so much for your time. This is 

more about you personally. I read your biography, I 

know you came from one of the poorest provinces 

in the country, your parents were teachers, and your 

grandfather cured pork. How did somebody who came 

from so little become one of the richest men in the 

country?

Ren: I grew up in a remote mountainous region of 

Guizhou Province, which is a poor region of China. 

Both of my parents were school teachers, and devoted 

their lives to rural education because they believed that 

teaching children in rural areas was the only way our 

country would become prosperous.

I had many siblings, and my parents struggled 

financially. They could not spend much time with us, so 

we were naughty children. They gave us more freedom, 

and let us fly high and free, leading us to develop 
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strong characters. Today, most children in China are only 
children. Their parents have high expectations of them, 
and people in general are much better off now, so they 
tend to overprotect their children. When our generation 
was young, nobody controlled us. We grew up in a 
carefree environment, which allowed us to fully develop 
our unique characters. We may not have studied that 
much, but we were under less pressure.

Once we grew up, we knew that we had to work hard 
to earn a place in society. That's exactly what we did.

I studied every night until 1 a.m. in the morning every 
day for almost 50 years. Many people think that I've 
stopped learning, but that's not true. I would be unable 
to run Huawei if I stopped learning. Decades ago, I was 
somewhat left behind by the fast-moving times. When 
I left the military, computers had been widely adopted 
in society, but I didn't know what a computer was. 
About 30 or 40 years ago, many of my friends went to 
study in the US or Canada. When they returned and 
shared their stories with us and told us about things 
like supermarkets, I didn't have a clue what they were 
talking about. They said that in a supermarket you just 
took the things you wanted from shelves. How did that 
work? I really didn't understand the concept.

Take another example. We didn't understand how a 
bathroom was attached to the bedroom. Was that even 



190

Ren Zhengfei's Interview with CBS

possible? Didn't it smell? I couldn't imagine this sort of 

bathroom. That's what it was like when I was young. 

Back then, China was somewhat closed off from the 

rest of the world, and we did not know the US was so 

advanced.

When did I start getting to know the US better? It 

was during the Cultural Revolution, when China sent a 

military delegation to visit West Point. After that, the 

way West Point was run was covered in China. This 

broadened my horizons for the first time. I was greatly 

impressed by the management style. We originally 

thought US soldiers were spoiled and soft. They 

even drank coffee during the war in Korea, while we 

didn't even have water. I realized that much of what I 

understood about the US was incorrect.

It took a long time for us to shift from a closed-off era 

to an open one. Before my first visit to the US, I thought 

everything would be extremely expensive there, and we 

might not be able to afford many things. As we did not 

have any credit cards, we took a lot of cash with us. After 

arriving in the US, we found that it was impossible for us 

to spend all of the cash we had brought with us because 

things were actually very affordable. It was unbelievable. 

We didn't understand how the market economy helped 

greatly reduce prices, and saw many new things that we 

had never seen before.
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The prosperity in the US wasn't taken, it was built. 
It can be attributed to the hard work of numerous 
outstanding people. Many talented individuals around 
the world have come to the US to make inventions and 
create wealth.

What should Huawei learn from the US? We need 
to be open-minded and attract the best people to come 
and contribute to the company's growth. The company's 
not about creating wealth for me or my family. Nobody 
can get wealthy if the company isn't profitable. This 
allowed us to unite many people who worked hard 
together and gradually made Huawei into what it is 
today.

My life is actually very simple. My wife often criticizes 
me and says that I don't have many friends or hobbies. 
I reply that I do have hobbies: reading and writing 
documents. I especially enjoy working on documents. I 
come to work every morning after having breakfast at 
7:30. I find I am most efficient between 8 a.m. and 9 
a.m., and I always choose to review and sign documents 
during this period. I'm also in high spirits between 9 a.m. 
and noon, and often attend meetings or listen to work 
reports. In the afternoons, I'm not that energetic, so I 
grab a cup of coffee and talk with colleagues to hear 
their thoughts, including any critical comments.

I've seen a lot of criticism of Huawei and myself on 
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our Xinsheng Community . If I think a critical comment 

makes sense, I want to sit down with that person and 

listen to what they have to say. If someone is really great 

at criticizing, I would probably ask the HR department to 

do some research and find out whether that individual is 

performing well in their own job, as they are so good at 

criticism.

If they've done great in the past few years, and 

they've also given some great criticism, then they're 

clearly an outstanding employee and we should fast-

track their promotion.

When I recommend fast-tracking people, our other 

executives might not agree, but mentioning it has an 

impact. They may start paying more attention to that 

person, and eventually some of our people are fast-

tracked.

We have a really great employee in a small country 

in Africa. When my wife and I visited him, he told me, 

"Boss, this year I was promoted by three grades." But 

later the president of his regional office told me that this 

guy was actually promoted by four grades.

Why the discrepancy? The general manager of his 

country office said that they had already decided to 

promote him again in December, but they hadn't told 

him yet.



193

Ren Zhengfei's Interview with CBS

This guy is only 26 years old, but he is already 
managing a country office at Huawei. When it comes to 
making the most of talent, we don't limit ourselves to a 
super rigid system. We're like the US in that respect.

The US is a great country. Many great minds like 
Brzezinski, Kissinger, Madeleine Albright, and George 
Soros all come from Eastern Europe, but they have 
managed to serve in important positions in the US 
government. They have made great contributions to 
the US. This is a result of US openness. We need to 
learn from the US, and be more open. This will make us 
stronger, and that's the direction we're working towards.

Me, I have a very narrow focus. It's in my personality. 
So our company has a narrow focus too. We're not 
interested in things like real estate, and we will never 
reach beyond our focus to make easy money in other 
areas. We do the things that are the most difficult and 
the least profitable, because others aren't willing to do 
them. The most difficult and least profitable thing is 
telecoms. It's 5G. We are currently rolling out 5G, and 
soon we'll see 6G too.

Soon we'll have some new equipment that is a great 
fit for the US. For example we're leading the industry 
in both 5G and microwave. We are creating millimeter 
wave equipment, and our antennas are as small as a 
dinner plate. We have combined both 5G and microwave 
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to deliver ultra-broadband services for spread-out 

neighborhoods. Microwave can support 100 Gbps, and a 

5G base station can support 10 Gbps. Combined, these 

two can provide ultra-broadband services for the upscale 

villa districts in the US.

Why can't these villa districts enjoy broadband 

services now? Because the land in the US is privately 

owned. There would be complex negotiations over laying 

fiber lines through the land of every household. Without 

fiber, many wealthy people in the US can't enjoy 8K TV. 

Right now we have 4K TV in China, but the US doesn't 

have it yet. The Japanese have access to 8K right now. 

Our equipment will only need an iron pole, and we can 

cover all of the houses within a few kilometers. No other 

country or company can do it. But we can, and we are 

more than happy to sell it to the US in the future if they 

welcome us.

Sooner or later, the US will get to know us and find 

that they actually like us. How does the saying go? "No 

discord, no concord." We might fight a bit, but the more 

we fight, the more they'll come to realize that we're not 

that bad after all. I think we can become good friends. 

Then we can shake hands, and we'll be solid. You don't 

have to worry about Huawei posing a threat. What 

threats can we possibly pose to the world? A world in 

peace benefits everyone. Why in the world would we 



195

Ren Zhengfei's Interview with CBS

want to get involved in any of that bad stuff?

There is no fundamental conflict of interest between 
China and the US. With the Boxer Indemnity program, 
the US started providing funding to Tsinghua University, 
helping develop talent in China. During World War II, 
many US citizens sacrificed their lives to halt the spread 
of fascism. These are great contributions to humanity.

Since the reform and opening-up policy was 
launched by Deng Xiaoping, China and the US began 
talking again. China has grown from a backward country 
into what it is today. There is no fundamental conflict of 
interest between Huawei and the US.

Even if the US came to us and said, "Hey, we're 
opening our market to Huawei," we might not be able 
to handle it. The US is huge. It's highly developed, and 
has massive demand. We might not be able to keep up.

See, we've got problems with supply. I guess our 
planning system is outdated. A lot of people yell at our 
consumer group. They say our phones are out of stock, 
so they come to me for help. But I can't get my hands 
on them either! You have to buy them online, and our 
website has no idea who I am. Why would it help me 
jump the line?

We're still developing, step by step. One day, I trust 
we will be able to make our contribution to the US.
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Bianna Golodryga: So, final question: To anybody 

who says the United States and China are inevitably 

headed for a collision course in cyber warfare, you 

say what?

Ren: I hope never to see collisions between countries. 

Peaceful coexistence should be our ultimate goal, 

and I don't support an arms race. By spending less on 

the military, countries can spend more to make living 

conditions better for their people.

There shouldn't be a fight for cyberspace. Huawei 

has licensed our intellectual property rights to both 

Apple and Qualcomm. We have signed non-disclosure 

agreements, so I can't disclose business secrets. We 

have signed IPR licensing agreements with numerous 

US companies. We peacefully coexist with them, and 

there are no disagreements between Huawei and these 

companies.

At social levels, there shouldn't be any collisions 

either. If I assume that you are my imaginary enemy, 

and you hold the same view of me, then we might end 

up becoming true enemies. But if I assume that you 

are my friend, I might be nicer to you. You might invite 

me for a cup of coffee, and I might take you for a steak 

meal. Such interactions can strengthen our friendship.

China and the US should safeguard world peace. 

38
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This is a great responsibility for both countries. China 
is still far behind the US, and many products made in 
China are of low value and fill some of the gaps [left 
by US players]. Many products made in the US are 
technologically sophisticated and have huge value. This 
means both countries can trade their products. Some 
US politicians said that the US should not sell chips to 
China. I find this ridiculous. Why wouldn't you sell your 
products if you can earn money? If you don't sell your 
product to a company, you are actually forcing it to 
make a similar product one day, and you will not be 
able to sell your product any longer.

Our world should be a convergent world. The 
Internet shouldn't be a battleground. Why should there 
be cyberwar? I don't think such a thing will ever happen, 
and if it did happen, I would never engage in it.

Huawei's products are like water pipes, and water – 
or data, so to speak – flows through them. Our 5G base 
stations are like water taps that control the flow of water. 
We don't have any control over network equipment. 
Only telecom operators have such control. They manage 
their equipment through Huawei products, and ultimate 
authority still resides with the countries where the 
equipment is used.

We don't support any potential [cyber] war. Every 
country wants to possess more intellectual property 
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rights and do more things, but they are also worried 

about paying too much for the IPRs of others. Apple and 

Qualcomm are filing against each other because Apple 

wants to pay less while Qualcomm wants to earn more. 

This is a conflict of commercial interests, not a political 

conflict, and I believe it will be solved in a way that 

creates benefits for society.

Our ideal is to work for the greater good of all 

humanity. Otherwise, we wouldn't have climbed 6,500 

meters to install base stations on Mount Everest. We 

had to lug all that equipment 6,500 meters up in the 

air. It was enormously difficult. I have been to some of 

the base stations at the base camp of Mount Everest. 

That's 5,200 meters above sea level. Everyone told me 

I couldn't go. I said if I was too afraid to risk my neck, 

how could we ask our engineers to? Even in war-torn 

countries, you can see Huawei people. Without properly 

functioning networks, there would be even more 

casualties.

Huawei people remained at their posts in malaria-

stricken African countries. When the earthquake hit 

Japan, there was nuclear disaster. Everyone was worried 

about the radiation. They called me. I asked how bad it 

was. When the first atomic bomb was tested in China, 

many Chinese people went to watch. They had no idea 

what nuclear radiation was, but they went out to hoot 
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and holler about it. At the time it caused very few health 

issues. So when Japanese people were being evacuated, 

our engineers were going in the opposite direction. They 

restored more than 600 base stations. The Japanese 

government saw what we did, and they praised us. They 

said "Huawei is a Japanese company". This is one of the 

reasons why we have been doing well in Japan all these 

years.

The tsunami in Indonesia claimed tens of thousands 

of lives. Our team, which was only a few dozen of 

people, managed to get their networks up and running 

again within just a few days. My wife and I also went to 

visit our staff on a Bolivia plateau at an altitude of more 

than 4,000 meters. There were several thousand base 

stations there.

To be honest, we didn't make a lot doing this kind 

of work in underdeveloped countries. A lot of times 

we can't exchange the money we get for US dollars. 

In Sudan, for example, there's plenty of money that 

we're never going to see again. It's the same in many 

countries. But we work for our ideals; we work to 

serve mankind's needs. If we were a listed company, a 

capital-driven company, we would only work in lucrative 

countries, not the ones where we can't make any money. 

If this was the case, many countries would be left with 

poor network coverage. This is not how we operate. We 



200

Ren Zhengfei's Interview with CBS

work to serve people's needs. It's fine if we earn less. 
In fact, we didn't earn less. You just said that I am a 
wealthy person. You are right, I am.

(Closing) Ren: Thank you. I'd like to take this opportunity 
to say hello to the American people. Through their hard 
work, they have set a good example for the rest of the 
world over the past few centuries. We greatly admire their 
down-to-earth spirit. We should all learn from them.
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Ren: Be straightforward and ask any questions you want. 

I will be very frank in my answers, including with any 

of your trickier questions. Don't worry. I like how frank 

Americans are. You aren't afraid to ask any question you 

want. I was a fan of the US when I was young. Today, 

I still believe the US is a great nation. Your advanced 

institutions, flexible innovation mechanisms, clearly-

defined property rights, and respect and protection of 

individual rights have attracted the world's best talent 

to invest and innovate in the US. Billions of people have 

participated in this process. Without your openness, you 

wouldn't have been able to develop into the world's 

strongest power in just over 200 years.

Matt Rivers: Well, thank you so much, Mr. Ren, for 

sitting down with us. And the fact that you're sitting 

down with us, I think it's interesting. I'll be honest; 

I don't think six months ago maybe this interview 

would have happened. So why have you decided to 

speak more publicly now?

Ren: I've always been a pretty open person, actually, 

but I like to focus on internal management more than 

external publicity. I really get US culture, and many of 

our company's management systems were inspired by 

those in the US.

01
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We engage with the media a lot these days. Our PR 
department feels this is a particularly important time 
for us, and because of my personal influence, they have 
asked me to take a more active role in communicating 
with the media, and maybe have some impact on global 
audiences. So it's understandable for me to interact 
more with the media these days.

Matt Rivers: Understood. This is the first time that 
you've spoken since Huawei sued the United States 
government for blocking Huawei's access, Huawei's 
products for use in federal agencies. But if the 
United States clearly feels that Huawei products 
are a national security threat, does the United 
States not have a legitimate right to protect its own 
interests?

Ren: Huawei has tried to keep a low profile, and we 
were always like a "silent lamb". No matter what others 
said, we always stayed silent and didn't refute what 
was said. When we expanded into overseas markets, 
some people said we were communists. Then, when we 
returned to China, other people said we were capitalists, 
because we were sharing our profits with our employees 
and many of our employees had high incomes. We don't 
know whether we are communists or capitalists, and we 
don't waste time trying to explain who we are. Instead, 

02
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we spend our time improving our internal management 

and providing better products and services, so that 

customers will understand and accept us.

The US began attacking us more than 10 years ago; 

they didn't just start doing this recently. This is because 

they are suspicious of us. As I have just mentioned, 

when we began to expand into overseas markets, they 

believed that we were communists. So they began 

attacking us, but we remained silent. Recently, however, 

they started resorting to legal means to attack us. We 

now think it is necessary for us to clarify some things. 

Otherwise, misperceptions about us would only grow. 

We have prepared for months, and we want to make 

our voice heard.

The US says we are a threat to its national security; 

they should provide evidence. The whole world is 

currently talking about cyber security. How has Huawei 

become the only target? Are Ericson, Cisco, and 

Nokia free of cyber security issues? There is virtually 

no Huawei equipment deployed in the US. Does this 

mean the US has no security issues? If it does, then the 

US can persuade other countries not to use Huawei 

equipment. However, the truth is that US networks are 

still unsecure without Huawei. We feel it is now time for 

us to clarify this issue, and that's why we have sued the 

US government. Our lawsuit challenges the US's law. 



205

Ren Zhengfei's Interview with CNN

The US follows the principle of separation of powers, 
but they impose a ban on us without a trial. They 
are violating the very law they made. We don't know 
whether we will succeed or not, but we will challenge 
the US on a broader front. Let's see whether they have 
evidence or we have problems.

Matt Rivers: Right. And I want to get into your 
arguments on this a little bit later. But just speaking 
specifically about this lawsuit, why now? Because 
you are facing a series of legal challenges in the 
United States. Does it not put at risk or make more 
complicated your ability to perhaps influence getting 
your daughter back or hurt your standing to actually 
resolve your issues in the United States by filing this 
lawsuit?

Ren: We chose this timing because the act is scheduled 
to take effect in August. Now is the time for us to 
set the record straight. As for the legal challenges 
you mentioned, we have indeed seen many lawsuits 
involving Huawei in recent years. They happen from 
time to time. We believe our current legal action and the 
openness and transparency of the US legal system will 
help resolve these issues.

03
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Matt Rivers: Right. Do you feel like you have very 

little left to lose by filing this lawsuit now, given 

your standing currently with the United States 

government?

Ren: No. We still hope to provide services to the 

American people. The US has the world's most advanced 

technologies, so we hope to work more closely with US 

companies to contribute even more to the information 

society and all humanity. It's not the case that Huawei 

has no opportunity to work with US companies. I still 

see a lot of opportunities out there. But there will always 

be setbacks. That said, these setbacks will not impact 

our consideration of the US market in the future.

We need to set the record straight on each issue one 

by one.

Matt Rivers: Right. I understand what you're saying 

about the timing of the lawsuit, but I can't help but 

notice the timing of the lawsuit being filed during 

the National People's Congress. We know this is 

an incredibly important time for the government. 

They don't like being upstaged during the National 

People's Congress. And yet, after your very public 

announcement, government officials were not only 

not upset, but they rushed to support it. So my 

04
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question is: was there any coordination in the rollout 

plan of this lawsuit with the Beijing government?

Ren: The timing of the lawsuit and the case in Canada 

was not planned. After we set the date for when the 

lawsuit would be filed, we decided not to invite any 

Chinese media outlets to the press conference, primarily 

to avoid diverting media attention from the session of 

the National People's Congress. This is a domestic event 

of utmost importance, far more important than ours. 

After foreign media reports on our press conference 

were massively reposted by Chinese media, government 

officials expressed their positions. We hadn't known this 

and hadn't discussed our plan with the government. We 

chose to resort to legal means to address our issues with 

the US.

Matt Rivers: Can you see or understand, though, 

why people might be suspicious? I mean, this is the 

most important time of the year for the Communist 

Party. Not only were they not upset, the government 

official, about your announcement, but they 

publically supported it. The timing of this just feels 

unusual to me.

Ren: This may have been a coincidence. We didn't want 

to spark a huge reaction in China, so we didn't invite any 

06
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Chinese media outlets to attend our press conference. 
We didn't want any media coverage in China. However, 
media coverage outside China ended up reaching China, 
and had some impact. We are aware that the Chinese 
government has been making some important decisions 
during a recent session of the National People's 
Congress.

We feel that the Chinese government has started 
to fully understand Huawei. We are telling Western 
countries that we can sign no-backdoor and no-spy 
agreements with them. The Chinese government has 
said that they can sign this type of agreement, too.

At the recent Munich Security Conference, Yang Jiechi, 
a member of the Political Bureau of the Communist 
Party of China (CPC) Central Committee and Director of 
the Office of the Foreign Affairs Commission of the CPC 
Central Committee, said that the Chinese government 
always requires Chinese firms to abide by international 
rules and the laws and regulations of the countries 
where they operate, and that China has no law requiring 
companies to install backdoors or collect foreign 
intelligence. This is an official announcement made by 
the Chinese government to the world.

This is also the message implied by the Chinese 
government to us that we can sign a no-backdoor and 
no-spy agreement if a country requires us to do so. If 
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a country wants to sign such an agreement with the 
Chinese government to ensure that Chinese companies 
never install backdoors or collect intelligence, we would 
like to push for the signing of such agreements. As a 
company, we already made it clear to the world that we 
can sign no-spy agreements, and that we have not and 
will never implant backdoors.

We think the Chinese government has gradually 
understood the difficult situations Huawei is in. The US 
has always been suspicious of Huawei, as they think 
we are communists, and they are scared that we would 
steal their data. We have never done that kind of thing, 
not even once, over our 30-year history.

Given the current delicate situation, the Chinese 
government has made it clear that it will never require 
companies to do things like this. Therefore, we can also 
confidently tell all countries in the world that we can 
sign no-backdoor agreements. If any countries have 
doubts, we can invite the Chinese government to be 
present at the signing ceremony, to endorse Huawei's 
position of not implanting backdoors.

The public announcement made by one of China's 
senior officials at the Munich Security Conference 
I mentioned just now is a clear indication of the 
Chinese government's stance. We already told foreign 
governments and companies that Huawei would never 
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do things like that. But the backdoor issue has become 

pretty serious now. Foreign companies will not believe 

us if we just tell them our stance and the Chinese 

government does not clarify its stance. Since the Chinese 

government made its stance very clear at the Munich 

Security Conference, it is very important for us to clarify 

that Huawei is a secure company.

Matt Rivers: The irony of you using the United 

States legal system to counterattack, if you will, 

the U.S. government to make your case and yet 

your counterparts, American counterparts, Google, 

Facebook, et cetera, all blocked in mainland China, 

do not have the same ability to use the Chinese legal 

system to make their case for access to China. What 

do you make of that?

Ren: Personally, I have been calling for our counterparts 

like Google and Amazon to enter the Chinese market, 

because I think this would benefit China. But that's just 

my personal opinion. When I talk about this with others, 

I always support the entry of these companies into the 

Chinese market. As I just mentioned, I think this would 

benefit China.

China's Internet is chaotic, and there are no clear 

boundaries regarding what we can and cannot talk 
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about on the Internet. However, that is not the case in 
other countries, where there are effective mechanisms 
in place to manage the Internet. If such companies 
and China can reach an agreement on the legal front, I 
firmly support their entry into the Chinese market.

Currently, China's manufacturing sector is open to the 
outside world. Perhaps in the future, when establishing 
wholly foreign-owned enterprises in China, approval 
from the Chinese government will not be required. 
But government approval will still be required for joint 
ventures.

In the past, if foreign companies wanted to operate in 
China, they had to establish joint ventures with Chinese 
companies. Now, foreign companies can set up their 
own business in China.

I hope that the Chinese government can open the 
Internet sector to the rest of the world, just like they did 
in the manufacturing sector. I am open to this idea and 
fully support it. However, I cannot speak on behalf of the 
Chinese government. These are just my own comments.

Matt Rivers: Right. Understood. Should the opportunity 
arise, would you ever go to the United States to 
support your case, or would you be afraid to go to the 
United States right now?

08
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Ren: I am not an expert in law, so I don't think it would 
make much difference if I went to the US. We have little 
presence in the US market. I don't think there is any 
value for me to visit the US. It is more appropriate to 
leave the situation to our legal counsel.

Matt Rivers: Would you be nervous, though, to go 
to the United States? If you decided to go, would 
that make you nervous?

Ren: I have never thought of going to the US, so there 
is nothing to be nervous about.

Matt Rivers: Fair enough. I want to move to President 
Trump. He recently tweeted, as he often does, 
about 5G technology in this particular case. The 
president said in part, ''I want the US to win through 
competition and not by blocking out currently more 
advanced technologies''. He's talking about Huawei 
there, right?

Ren: I don't know who he was referring to. And I don't 
know if it's a good idea for the President to lead his 
country through tweets. Maybe that's an American style 
of doing things. Presidents should think carefully about 
what they say, and their words need to be reviewed by a 
certain institution.

09
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But the US is a free country, and the US President has 
the freedom of speech like any other citizen. Does what 
he says represent the law? Does what he says really 
count? I don't know the answers to these questions.

He was talking about opening the 5G market to 
more advanced technologies. There are many companies 
around the world that can deploy 5G. Advanced 
technologies do not necessarily indicate Huawei. The 
US does not necessarily need to use Huawei's products. 
If the US does open its 5G market, we also need to 
consider many factors, such as the bidding costs and 
environmental barriers.

Matt Rivers: If President Trump was sitting in this 
chair instead of me, and you had five minutes with 
him, what would you tell him?

Ren: I would tell him that he is great. No other country 
in the world can cut taxes in such a short period of time. 
Lower tax rates help attract and boost investments, 
create economic prosperity, and build leaner 
governments.

President Trump set a good example for the Chinese 
government, and the Chinese government has now cut 
taxes by three percent. I think with his tax cuts, President 
Trump is pushing all governments to cut taxes. When 
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taxes are cut, governments will need to downsize their 
scale. This will ease the burden on public finance, and 
drive economic development.

Also, when a country moves towards rule of law, you 
can't manage it with bureaucracy. There's no need for 
so many administrative staff. That only creates a heavy 
burden for the general public. That's why I say he has 
set a good example.

But, I think the US might have taken the wrong 
approach. If they continue intimidating other countries 
and companies, and randomly detaining people, it's 
going to scare off investors. And then how are they 
going to make up for lost tax revenue?

If no one is willing to invest, and the US cannot fill 
the gap caused by tax cuts, the US government would 
have to cut their expenditures.

China began cutting its taxes three or four decades 
ago. Back then, the corporate tax rate was 55%, but the 
rate was much lower for foreign-funded companies, at 
only 15%. Foreign-funded companies were also offered 
other preferential policies. They were exempted from 
taxes during their first two years and only had to pay 
half tax from their third to fifth year in China.

From the very outset, foreign-funded enterprises 
didn't believe the Chinese government would implement 
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this policy. When they did, foreign investments flooded 
into China. This contributed to China's current prosperity.

So I think President Trump needs to be more open-
minded to investments from all companies, and be 
more tolerant of the world. This will encourage more 
investments, and bring one hundred years of prosperity 
to the US.

I don't think the next US president will change the 
low tax laws. Instead, he or she may shake hands and 
make friends with all countries and companies around 
the world. These countries will then believe the US to be 
a trustworthy country, and they will invest in the US. This 
will bring prosperity to the US.

The US has a solid foundation. Tax cuts will very likely 
deliver more than 100 years of prosperity to the US. 
Heavy taxes are not conducive to industry development.

Matt Rivers: So, you're saying President Trump is a 
great president, at least in certain regards. However, 
his government clearly views your company as a 
security threat. It was just this week that the United 
States told Germany that if Germany would install 
Huawei products, the United States would limit 
intelligence sharing. So what do you say to that? 
What's your response?

12
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Ren: Well, I was not commenting from the perspective 
of my personal feelings or company interests. I look 
beyond company interests, my personal feelings, and 
my family crisis when I say that the tax cut policy of 
President Trump will potentially give the US a hundred-
year edge. But this might not happen while the Trump 
administration is in power. No one will dare to invest in 
the US if they just threaten other countries, companies, 
or individuals. This is because investing in the US would 
mean getting stuck there.

It's unclear what issues we may face because of what 
the US is saying to other countries. It doesn't matter 
much. If a country doesn't buy our products, we can still 
sell to other countries, and we might scale our business 
down a little bit. Huawei is not a public company, so 
we are not worried about the balance sheet. If a public 
company's balance sheet reports losses, their share 
prices might plummet, putting the company on the 
brink of collapse. Unlike a public company, Huawei can 
still survive by cutting our headcount and expenditure. 
That is the advantage of not taking Huawei public.

Matt Rivers: Yeah. And I understand your argument 
there. And I understand that you consistently deny the 
U.S. claims that you allow the Chinese government 
to have access to your products. But clearly, that's not 

13
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convincing the United States. You're in a climate right 
now where you've got the Vice President and the U.S. 
Secretary of State all going around the world basically 
saying to these countries, ''If you work with Huawei, 
your relationship with the United States will get 
worse.'' If they continue that, does that not threaten 
the existence of your company?

Ren: Again putting aside my personal interests, family 
crisis, and company interests, I have always believed 
that the US is a great nation. Its advanced institutions, 
innovation mechanisms, and innovation powerhouses 
will lead to its long-term prosperity as a nation. The US 
has remained the absolute leader in technology over the 
past several decades, and will remain so in the coming 
decades. Our commitment to learning from the US 
will not change. It will not change just because of the 
hardships I am personally facing.

You might ask if this will happen to China. I think 
it's possible. Over the past 5,000 years, China's biggest 
weakness has been its closed-door policy. This explains 
why our country did not enjoy real prosperity until 
the 1980s. It began to prosper after Deng Xiaoping 
implemented the reform and opening-up policy [in 
the 1980s]. If the US government closes itself off, the 
country will be left behind and overtaken by others.

I don't think my personal interests are that important. 
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When I consider the relationship between China and 

the US, and between Huawei and the US, I'm actually 

thinking about my aspiration, rather than about sales. 

If money were important to me, then why would I 

have such a low portion of company shares in Huawei? 

Money isn't important to me. I am more focused on my 

aspiration, which is to contribute to humanity. How? 

Imagine if Huawei were a public company; we would 

not go to do business in underdeveloped and war-

torn countries, in malaria-infected regions, or in the 

Himalayas. Doing business in these places isn't profitable 

at all. But we are still doing it, because this is how we 

can serve humanity. This is our aspiration. We are not 

going to harbor anti-American sentiments just because 

the US government has conflicts of interest with us.

Matt Rivers: Just to be clear, you're not worried about 

the solvency and the profitability of your company 

moving forward?

Ren: We are not worried about Huawei's survival. Our 

sales revenue grew by 35.8% year-on-year in January 

and February 2019. In fact, we think we will see very 

strong growth this year, and may even need to take 

steps to control that growth.

We must learn from Apple by setting higher prices 
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so that all of our competitors will be able to survive. 
We will not try to squeeze the market by lowering our 
prices. In spite of all the pressure we are currently under, 
we still sell our products and solutions at high prices to 
maintain good order in the market.

Huawei's survival as a company isn't a concern right 
now. We have become what we are today without 
expanding in the US market. We may become larger 
and stronger if the US realizes one day that Huawei is a 
friend and lets us enter their market.

We do not believe that our survival is at risk. If the 
US does not allow US companies to sell components to 
Huawei, it will only hurt those US companies. Huawei is 
the third largest buyer of chips in the world. Without us, 
the financial reports of many US companies will worsen, 
resulting in huge fluctuations in the stock market. 
On our end though, if these companies aren't selling 
components to Huawei, we still have other options. This 
also wouldn't affect Huawei's survival.

Huawei is actually the poorest tech company in 
the world. However, we reinvest more than any other 
company in order to realize our ideals and create 
a better future. Huawei ranks among the top five 
companies worldwide in terms of R&D investment. 
In the past, our investment in R&D focused more on 
innovations in engineering technology, and we are now 
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a leader in engineering technology. Now we place more 
emphasis on theoretical innovation, making large-scale 
strategic investments for a better future 10 or even 20 
years from now. We are investing in many domains 
including mathematics, physics, chemistry, cranial 
nerves, and brain science. We will become even more 
competitive over the next 10 to 20 years.

We want to enhance collaboration with the US and 
achieve shared success in the world. We aren't trying to 
edge out US companies. For example, our ARM-based 
CPUs are more advanced than Intel's x86 CPU, but we 
have decided not to sell our CPUs on the open market 
to ensure x86's market share. We don't want to cause 
US companies to collapse. We mainly use our ARM-
based CPUs on our own equipment.

Huawei is now a top three player in terms of AI 
chipsets, and could enter top two quite soon. But we 
don't sell AI chipsets on the open market. Instead, 
we only use them on our own equipment. We don't 
compete with US companies in this domain. Huawei's 
survival is not in question.

Disrupting the natural flow of technology from the 
US to China will only cause losses to US companies. It 
will be a huge loss for US companies if they miss out 
on the Chinese market, which serves 1.3 billion people. 
This would very quickly be reflected in their financial 
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statements. Huawei does not care too much about 
our financial statements, because we are not a public 
company, and we don't have to worry about what the 
outside world says about us. If there is a time when our 
financial statements don't look good, our employees 
will know that's because we have invested a lot into 
our "soil", which will help us grow a larger harvest in a 
few years. So they are not worried about our financial 
statements.

Matt Rivers: Sure. And I understand all of that. And 
I totally get that. I want to move on, though. You've 
said that you have never been told by the Chinese 
government to compromise your security in any way. 
But what if that changes? Because we know how 
strong and powerful the Communist Party is. And 
if they come to you and say you need to install a 
backdoor on your cell phones moving forward, how 
can you actually say no to that?

Ren: A top government official has already stated, 
at the Munich Security Conference, that the Chinese 
government does not require companies to install 
backdoors. I have also just mentioned that our company 
can sign no-backdoor and no-spy agreements. We can 
also invite the Chinese government to express their 
stance during the signing of these agreements. If we 
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still receive such requests after all of this, I would rather 

shut the company down and I, personally, would no 

longer want this company. I don't want to make gains 

from doing such things. The most important thing is 

to maintain peace and stability in the world, not create 

trouble. I would never accept any requests to install 

backdoors.

Over the past three decades, we have never received 

such requests. I can make it clear today that if we receive 

such requests in the future, we will categorically refuse 

them.

Matt Rivers: So, you say you would shut the company 

down, but Mr. Ren, with all due respect, how do I buy 

that? You would destroy the livelihoods of 180,000 

employees. You could face personal legal jeopardy 

yourself. Would you do all that just to make a stand on 

principle?

Ren: Our global sales are worth hundreds of billions 

of US dollars, so we would never do anything, for 

example, installing backdoors, to jeopardize this in the 

first place, as this would cause more than 170 countries 

and regions to lose trust in us. If we took such orders, 

we would lose our business and our 180,000 employees 

would lose their livelihoods. So whether you believe it or 
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not, we promise that we will never do such things as this 

would prove that we couldn't be trusted. Our customers 

would then stop buying our products and our company 

and our 180,000 employees would be unable to survive. 

Our employees can only survive if we don't do these 

things.

Personally, I don't worry about my safety. I'm old and 

I don't have many years left. Chinese law is humane and 

guarantees adequate living conditions for senior officials 

and executives. And even if I went to jail, the conditions 

would not be as harsh as in some other cells. In addition, 

all dinners there are free, so this isn't a problem for me, 

and I'm not worried about it at all.

Matt Rivers: Right. Understood. A couple – just two 

more questions before we go have some tea. Beyond 

the security threat, the United States also accuses 

Huawei of stealing intellectual property including from 

companies like T-Mobile. Can you say, unequivocally 

here and now, that Huawei never steals intellectual 

property?

Ren: Yes, we can assure you that. Huawei has immense 

respect for intellectual property, and isn't out to steal it 

from others. Regarding the pending lawsuit, we need 

to have faith in the court, which I believe will come to a 
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just conclusion. I'm not the person who can give you any 

more insight on this.

Huawei holds more than 90,000 patents. This is a 

massive contribution to digital platforms around the 

world. More than 11,500 of our core patents were 

granted in the US, all of which are essential patents 

for information technologies. Our rights in the US are 

protected by the US law. We've put a lot of work into 

these technologies, and we've done so as a contribution 

to mankind. Of course, we've had some conflicts and 

setbacks along the way. We hope to solve these issues 

through the open, just, and fair judgment of the court. 

We will respect the court's final ruling.

Matt Rivers: If the United States government was 

open to the possibility, would you negotiate for 

greater access to the United States? And if you would 

be willing to negotiate with the U.S. government, 

what would you be willing to put on the table and 

offer from your side?

Ren: If the US government is willing to talk, it's already 

a positive sign of progress. For years, we have been 

struggling to find an opening to communicate with the 

US government. Unlike some companies that have tons 

of people lobbying the US congress or government in 
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their favor, we can only rely on our own actions to prove 
ourselves. If the US is open to talking, we would be very 
happy to accept the offer. However, we won't consider 
entering the US market in the near future.

Matt Rivers: Last question from me before we go 
downstairs for tea. You say that your company is not 
a security threat. The United States government says 
it is, and they're effectively calling you a liar. Does 
that not make you angry?

Ren: No, it doesn't make me angry. The US government 
has to think it over. We have tens of thousands of 
patents, which have contributed significantly to the 
information society. These patents also have tremendous 
value for US companies. US industries have been using 
our patents without even knowing it. If the law grants us 
more rights, we'll be in a stronger position in the US. We 
have only established patent cross-licensing agreements 
with Apple, Qualcomm, Ericsson, Nokia, and Samsung 
within a certain scope. Other large companies have not 
obtained a license to use our intellectual property.

Matt Rivers: Just to continue that conversation, as a 
father, I know that you believe that this is going to 
end well for your daughter, but…
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Ren: I was really shocked by what happened with 
my daughter. How come it happened to her? But I've 
managed to stay calm. With her situation we can only 
take things as they come. We have to believe that the 
legal systems in the US and Canada are open and 
transparent. They need to put all the facts and evidence 
on the table, and that's the only way we can prove 
whether there's a problem or not. We believe that 
Meng Wanzhou won't have any big problems, so we 
aren't worried much about it. But it's a shame. She's a 
professional, and she won't be able to come to work for 
a long time. Since ancient times heroes have been born 
of hardship, cuts and bruises will toughen her up. This 
period of hardship isn't necessarily a bad thing for her. I 
think it will only make her stronger.

Matt Rivers: I understand, this must be tough time 
for you personally, but I know that you had difficult 
childhood, so how does the time that you're going 
through now compare to the hardship that you faced 
when you were young?

Ren: I think life has always been difficult. Things have 
never really gone smoothly. When I was young, we 
were poor and were in an adverse political situation. I 
had to work very hard to get any work opportunities. I 
worked so hard and didn't have time to take care of my 
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children. Later there were opportunities in front of me, 
but if I didn't keep working hard we wouldn't have seen 
any results. So I have never been able to take care of my 
children in the way I would have liked to. Technically my 
youngest daughter is in a better environment, but even 
so we don't have too much time to spend together, and 
we aren't very close. So things have always been hard. 
When I was young things were hard. They're hard now 
too. So I don't think the current situation stands out as 
particularly difficult for me.

Matt Rivers: Did you take any lesson from your 
childhood? I mean you spoke quite strongly about the 
influence of your family on your life, did you take any 
lesson that they taught you?

Ren: Parents definitely have an impact on their children. 
Our situation growing up wasn't great, so as much as we 
could, we tried to do more and talk less. After my wife 
and I had been married for a long time, someone asked 
her who was the more talkative one, me or her? She 
said that she's the one that talks more. She doesn't think 
I'm talkative. Why do I keep to myself so much? That's 
because when I was a kid I witnessed all the hardships 
my parents went through. So in school I buried myself 
in my books, doing math and physics problems. When 
I entered the workforce, I devoted myself to learning 
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different systems and management models. I paid little 
attention to social and political issues. This has shaped 
my character, and also because of my character, I wasn't 
the type to play around with my children, play hide-and-
seek and things like that. My wife scolded me just the 
other day. She said my daughter wanted a top when 
she was a kid. Just a two-euro thing. But I didn't get her 
one. Now that I'm able to buy one, she doesn't want it 
anymore.

Matt Rivers: I'm struck by your positivity here, because 
I think most people if looking at your current situation, 
they'd expect you to be perhaps not so happy, and not 
as effusive in your praise for the United States. How 
are you able to separate the very real challenge that 
your company is facing right now while maintaining 
this kind of positive attitude?

Ren: We expect great growth in the future. To do that, 
we need to learn from the best of all things. If not, how 
can we do better ourselves? The US has a lot of great 
things, which we have to admit. When I visited the US 
back in 1992, I said that it didn't achieve its wealth and 
prosperity through plunder. The US made its money 
from advanced technology. It was an even trade. That 
was my position towards the US back in 1992, and 
today my attitude is not negative. If the US is willing to 
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work with us, we can make an even greater contribution 
to mankind.

They mentioned they want to develop 6G. It's good. 
We can work together with the US for better 6G. It's 
no problem. I'm not the type to quibble over little gains 
and losses. If I were a narrow-minded person, Huawei 
wouldn't be where it's at today. The philosophy that 
brought us here, I learned it from the US actually. The 
philosophy of how to be open.

Matt Rivers: What are you most excited about the 
future of Huawei? Of all these things that's going on, 
5G and servers, all these different things, what aspect 
of your future that you're most excited about?

Ren: Today what makes me the most excited is the 
pressure we're getting from the US. After 30 years 
of development, we see laziness among the team, a 
tendency to decline. Many middle and senior managers 
have made enough money and aren't willing to work 
hard anymore.

A famous person once said that the easiest way to 
bring down a fortress is from within and the easiest 
way to reinforce it is from outside. Our fortress has let 
its guard down, and complacency has kicked in. But 
pressure from the US has forced us to be united and 
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stick together. We're united as one now, and we're 
determined to make better products. This has eased 
the burden on me personally, because our people are 
working harder than ever before. They're out there 
clamoring louder than I am, so I can relax a bit and have 
more time to speak highly of the US.

I hope they won't develop any anti-US sentiment. 
We don't want any of our employees to harbor negative 
or narrow-minded feelings against the US. And we're 
against populism too, because in the end that only 
makes you fall behind. We need to learn from US 
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progress and openness. That way we can become more 

advanced too.

So you're actually saying that what's happening to 

your company right now is a good thing.

Ren: Yes.
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Lisa LaFlamme: We have many things to discuss today. 
But I would like to start with this beautiful place that 
we are in. Congratulations! Was this a dream for you 
to create? You call it a customer welcome center. Was 
this a dream for you?

Ren: Actually, right behind this door is an exhibition 
hall where you can see our products and technologies. 
After a tour of our exhibition hall, we can sit here with 
customers to chat and learn more about each other. This 
was the idea behind our design. If customers want to 
stay here a little bit longer, this allows us to talk longer, 
which is our goal.

Lisa LaFlamme: And you must be a student of history, 
because as I walk through here and also, your European 
village that we visited yesterday, I couldn't help but 
think of all of the history that you have created here in 
Shenzhen, what's the message you're sending?

Ren: Credit goes to the architect, not me. He envisioned 
a museum of the world's most beautiful buildings in 
Dongguan. So he brought the essence of these buildings 
to the village there, which can accommodate over 
20,000 of our technical employees.

We have three exhibition halls like this one. This hall 
is for our carrier customers. They will soon be able to 
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experience our 5G technologies right here. We have 
a similar exhibition hall for enterprise products and 
another for consumer products. Each business group has 
their own exhibition hall.

Lisa LaFlamme: So you look to the future of 5G, but 
through the buildings of the past.

Ren: We set up this exhibition hall to give our 
customers a premium experience. Unlike at the Mobile 
World Congress (MWC) in Barcelona, this showcase 
is permanent, not dismantled right after four days of 
exhibition. Every six or twelve months, we update the 
exhibits on display. Customers who experience the latest 
technologies here firsthand trust us more.

Lisa LaFlamme: And I can't help but think when I read 
your story that you've written about your life and 
growing up as a very poor boy, and I look around here, 
and I wonder for you, if you remember those days 
clearly, growing up, a boy with very little food, very few 
clothes, and a family of seven children. What do you 
think sometimes, wandering through this opulence 
that you've been able to create?

Ren: I tend to forget things. Once I have passed a road, 
I don't look back. We need to look ahead. I don't like to 
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dwell on the past. The hardship we experienced when 

we were young is gone, and we don't need to care too 

much about that anymore.

Before China's reform and opening-up in the late 

1970's, we had a different political and historical 

landscape. However, after Deng Xiaoping ushered in this 

new era of reform, China opened up to a new world 

that we need to embrace with courage. But that can't 

happen if we burden ourselves with the past.

To me, China's reform and opening-up is more about 

learning from the West – from its philosophy, history, 

and development. We Chinese people have our own 

culture and 5,000 years of civilization. We remained 

closed off over much of this long period. For this 

reason, we failed to prosper. In the past three decades, 

however, we've become more open and have witnessed 

tremendous changes. We believe China's reform and 

opening-up brought opportunities and hope to the 

country. Policies of China will continue to become even 

more favorable. Some people from the West may not 

fully understand our current situation, but living here lets 

us feel the change every day. Our laws and institutions 

are changing for the better every day. Developments 

towards the rule of law and the market economy have 

become more prominent features of our country. We 

have full confidence in our future development.
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Lisa LaFlamme: I wanted to talk a little bit more about 

your history, because you're such a true rags-to-riches 

story and I'm deeply fascinated at what moments, 

perhaps, today, come back to you, what messages 

from your father do you think of today that make 

you yourself, surprised at how far you've been able to 

come.

Ren: I can remember that my parents were very busy 

back then. Due to the poor economic conditions of the 

time, they needed to work very hard at the expense 

of taking care of us. We were naughty kids and 

tended to get into trouble wherever we went. Without 

strict supervision from our parents, our personalities 

grew naturally, we developed the ability to think 

independently, and we had a lot of chances to be 

creative. This benefitted me a lot when I grew up. Today, 

parents impose a lot on their children. This parenting 

approach dictates how young minds develop. Their 

children might know a lot, but might lack the motivation 

to innovate when grown up. So, I think the most 

important thing my parents did was to leave us naughty 

kids alone and allow us to "horse around".

Lisa LaFlamme: That's a good thing, did you parent 

your children that way?
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Ren: Their mothers get all the credit for raising them, 
and rightfully so. I barely took care of them. When I was 
young, I served in the military thousands of miles away 
and rarely had the chance to come home. Back then, 
phones were still scarce and we could not access them 
easily. I could only write letters to my family. I didn't 
write very often though, because I was busy with my 
work. I wanted to accomplish something, so that I could 
earn my position at work. I did have a short break to 
go home every year. But my children were at school in 
the day and busy with homework in the evening. When 
that was finished, it was time for bed. So we didn't really 
communicate much during those years. Their mothers 
took care of them and they tended to be quite strict. 
As a father, I didn't have much say in family matters. 
My youngest child loves ballet and sports, and is a 
top student. This should be attributed to her mother's 
diligent work as a "gardener".

Traditionally in China, fathers tend to be strict and 
mothers tend to be lenient. My children, in contrast, 
have their strict mothers and a lenient father. I am pretty 
relaxed with children and usually let them do what 
they want. If you want to act up, go ahead. If you want 
to read novels, do it. If you want to take a break from 
studying, go rest. If your teacher says you don't have 
to do your homework as long as your parents agree, I 
would ask where I should sign my consent. We should 
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be more flexible with our children and allow them to 

develop their own personalities. But in general, our 

generation's parenting tends to differ from our parents' 

in that we place more restrictions on our children.

Lisa LaFlamme: And now all of Canada knows your 

daughter. We all know Meng Wanzhou as a result of 

what happened to her in December in Vancouver. I 

want you to take me back to that day, when you first 

heard that your daughter had been taken under arrest.

Ren: Meng Wanzhou and I were going to attend a 

meeting in Argentina. It was about our transformation 

at representative offices, and she was supposed to be 

the facilitator of that meeting. After she was detained, I 

set off two days later to Argentina, and I didn't transfer 

flights in Canada. The meeting turned out to be a great 

success, and afterward I told her, "Even though you were 

not here, the meeting went very well."

First, Meng has no criminal record and has never 

committed a crime. Second, she has not committed any 

crime in Canada. Both China and Canada are victims in 

this case. People from both countries have been hurt 

emotionally and the relations between the two countries 

have suffered. Meng has filed a lawsuit against Canadian 

authorities, and I believe this is her own decision. I fully 
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support her on this.

I still believe that the US and Canadian legal systems 
are open and transparent and will ultimately come to a 
fair conclusion. So we should not allow this incident to 
affect the relations between Huawei and Canada, or our 
confidence in Canada. We will not cut our investments 
in Canada. The more closed-off the US is, the more 
favorable the situation is for the development of Canada. 
Let me give you an example. If our scientists cannot 
get visas to go to the US, we hold our international 
conferences in Canada. Of course, these scientists are 
not just from China, but from all over the world.

I think the Meng Wanzhou case is an independent and 
personal case. It should not affect the relations between 
Huawei and Canada, or the relations between China and 
Canada. Our investment in Canada will not change.

Lisa LaFlamme: So you didn't see this as a personal 
attack when your own daughter was arrested?

Ren: As I have told other international media, I don't 
know whether this was done because she is my 
daughter. We will have to wait until the correspondence 
between Canadian and US judicial departments is made 
public. After that, we can find out whether this incident 
targets me, Meng Wanzhou, or Huawei. I believe that 
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the Canadian judicial system is open and transparent 
and the truth will eventually come out at court.

Lisa LaFlamme: If you had flown together, do you ever 
think about the fact that you, yourself, may have been 
arrested in Canada, had that day, you had taken the 
same flight?

Ren: Maybe. Then I could have been with her and she 
would not have been so lonely.

Lisa LaFlamme: How often do you have a chance to 
speak to your daughter?

Ren: Sometimes. In the past, we might not have even 
had one phone call in an entire year; we didn't even 
send greetings to each other on holidays. This is because 
we each have our own families. Recently, however, 
we call each other every few days, telling jokes and 
stories and talking about funny things on the Internet. 
But overall, we don't talk that much. This situation has 
actually brought us closer.

Lisa LaFlamme: That's fascinating, but your 
relationship, are you suggesting, is improving because 
of this experience? Because of this arrest?
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Ren: Yes. She had actually planned to resign from 
Huawei about a month before she was detained in 
Canada. Someone else told me of her decision and 
asked me to persuade her to stay. She was unhappy 
about some things in the company. However, after she 
was detained, her relationship with us has improved a 
lot. She began to realize how hard we were working 
and the difficulties we were facing. Maybe it's because 
her own development had gone so smoothly, so when 
things weren't going right, she couldn't really stand it. 
After this incident, though, she has come to know how 
hard it has been for us to grow into what we are today.

Lisa LaFlamme: So she's toughening up as a result 
of this you're saying. She certainly seems like a very 
strong and smart businesswoman, you know, someone 
who would know exactly what she's doing. The 
allegation is that she helped evade sanctions against 
Iran, and what's your reaction to that?

Ren: I think all evidence should be made public in the 
future. This case will be decided by the court, so I will 
not comment on this issue today. The case is now in 
legal proceedings, so the law will take care of it.

Lisa LaFlamme: What about Prime Minister Trudeau? 
Prime Minister Trudeau has said he has no role in this 
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process. Do you accept that? Do you accept the Prime 
Minister's reaction to the arrest of your daughter in 
Canada on a U.S. extradition treaty?

Ren: The case is now in legal proceedings, and the law 
will make the appropriate decision. There's no point in 
me making a comment. We have to rely on the law to 
address this issue.

Lisa LaFlamme: So I know you say this is not going to 
affect your business relationship with Canada. And I 
wonder how it can not. The arrest of your daughter 
and your business relationship; are they not tied 
together?

Ren: We cannot let our personal emotions affect 
major company decisions. Canada only imposes 
limitations on our market access. There is no limitation 
on our investment in other areas, so we can continue 
to invest and grow unless the government imposes 
clear limitations in these areas. If such a thing were to 
happen, we would withdraw. However, without such 
restrictions, we will continue to invest. We might not sell 
5G to Canada, because it is close to the US. This makes 
doing so too sensitive.
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Lisa LaFlamme: So the Chinese government seems to 
have a different reaction; they said that there will be 
retaliation as a result of the arrest of Meng Wanzhou. 
In fact, we've seen Canadians detained, and I would 
like to get your thoughts on the fact that the Chinese 
government, on some level, is taking this further than 
you are as a reaction, retaliation to the arrest of your 
daughter. Is that undermining your own argument?

Ren: We don't know what the specifics of the Chinese 
government's reaction. It's up to the government. They 
are obliged to protect the consular rights of Chinese 
citizens. As a company, we choose to resolve this issue 
through legal means, and use Canadian and US laws to 
protect our interests.

Lisa LaFlamme: The Chinese ambassador to Canada, 
after the arrest of your daughter, basically accused 
Canada of being white supremacists. It was big 
headline news in Canada and I wonder what your 
reaction is, then, to inflammatory comments like that?

Ren: I think this is his personal opinion. Everyone has 
the right to express their opinion. I think his comments 
are understandable.
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Lisa LaFlamme: What do you think of how Prime 

Minister Justin Trudeau has reacted to this? I'm sure 

you've been following it just as closely.

Ren: I have never met Prime Minister Trudeau and 

I don't know much about him. He is young and is 

of course different from people of my age, so I fully 

understand some of his decisions. We are relying on the 

legal system to protect our rights, including the personal 

rights of Meng Wanzhou. She is protecting her rights 

through the lawsuits.

Lisa LaFlamme: The Chinese government has called 

her arrest a human rights abuse, while the Canadian 

government says this is an open, transparent, fair, and 

unbiased legal proceeding. Which one do you think is 

true?

Ren: We won't know the answer until the court makes 

a final decision and all evidence and correspondence are 

made public.

Lisa LaFlamme: A lot of people in Canada are 

questioning the fact that your daughter is suing 

Canada as a result of her detention. And she has the 

right to sue. And you know there are Canadians in 
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detention here in China. And I wonder if you think that 

they would be given the same right, those Canadians 

who have been detained after your daughter's 

arrest. Could they sue their Chinese captors over the 

allegations, or is there a double standard?

Ren: Your question is about the relationships between 

China and Canada. I'm not a government official and 

I do not represent the government, so I'm not in a 

position to comment on this. Meng Wanzhou has not 

committed any crime. It's our right to sue Canada.

Lisa LaFlamme: So you stay out of the politics. Has 

politics dirtied this entire situation in your opinion?

Ren: In China, we must comply with Chinese laws 

and regulations. We must do the same in other 

countries around the world. And we must also follow 

the resolutions of the United Nations. We need to 

do everything in our power to ensure compliance in 

all countries where we operate. We adopt a rigorous 

approach to managing internal and external compliance.

When it comes to the lawsuits, I think we can give 

our comments after court decisions are made and 

evidence is made public. Legal proceedings in the West 

take a long time, but we are patient and we will wait.
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Lisa LaFlamme: It must be disturbing to know that 

there is a 30-year prison sentence, if found guilty. If the 

extradition takes place, and she does go to the United 

States. However, Donald Trump has said he may 

intervene in your daughter's behalf. He said this twice 

now. Do you trust him?

Ren: The decision on whether to extradite Meng 

Wanzhou must be based on fair legal proceedings. 

Even if she is extradited, the legal systems of the US 

and Canada must be open and transparent and provide 

evidence to substantiate their charges. I don't think 

the US or Canada will impose a sentence on Meng 

Wanzhou without providing evidence. The US and 

Canada are countries that follow the rule of law and 

put law above everything else. Therefore, it's necessary 

for the US and Canada to handle Meng Wanzhou's 

case based on facts and evidence through open and 

transparent legal proceedings. Then the case can be 

handled the way it should be.

Lisa LaFlamme: So do you trust Donald Trump?

Ren: First, I've never had any contact with President 

Trump. Second, I know basically nothing about him. 

What Mr. Trump has said is his personal opinion, so I'm 

not going to comment on it.
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Lisa LaFlamme: His opinion, though, revolves around 

your company, and we've heard Vice President 

Pence, we've heard his Secretary of State stand up on 

world stages and say to Western allies, "Do not do 

business with Huawei". And I wonder, first of all, your 

reaction to the fact that these top men in the Trump 

administration are threatening your company this way.

Ren: I think we should pay them for doing advertising 

for Huawei. Huawei has never been more famous 

than we are today. With so many senior US politicians 

advertising our company around the world, people 

everywhere are becoming aware of Huawei. They may 

not know for sure if Huawei is a good or bad company, 

but they start to learn about Huawei. When they visit 

our website and see the facts, they know that Huawei is 

a good company.

In January and February, our sales revenue grew 

35.8% year-on-year, which is much higher than 

expected. Thanks to those US politicians, carriers and 

consumers have come to know Huawei better. I'd like to 

thank them for advertising Huawei.

Lisa LaFlamme: But there are countries including 

Canada right now who are debating this issue in 

parliament and in private back offices, whether or not 
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they should follow the American advice and example 
and ban Huawei.

Ren: There is basically no Huawei equipment in the US 
networks. If networks are secure without Huawei, then 
I think it's worthwhile to ban Huawei to keep these 
networks secure. But are US networks really secure 
without Huawei? Is their information secure? The answer 
is No. The US isn't secure even if it keeps Huawei out. 
Will Canadian networks be secure without Huawei?

The US has not produced any evidence that Huawei 
is the only company with security issues. Are other 
companies free of security issues? With technology 
developing at such a fast pace, issues are bound to 
occur. Issues are what drive our society forward: Once 
an issue appears, people need to rapidly work out a 
solution, and that's how our society has evolved into 
what it is today, by addressing issues over the past 
several millennia.

I don't think the US has made a convincing case 
for a Huawei ban. That's why the remarks made by 
its Vice President Mike Pence and Secretary of State 
Michael Pompeo in other countries have failed to 
produce positive results. That said, I think they are great 
politicians. The bank account of Mr. Pence is worth no 
more than 15,000 US dollars, and each of his education 
savings plans for his children is worth no more than 
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15,000 US dollars. For someone who is vice president, 

he doesn't have much personal property. He has indeed 

dedicated himself to politics. He is a great politician, and 

has dedicated himself to serving US politics.

I am not being sarcastic when I say this. I respect 

them. They are using their prestige to tell the world how 

important Huawei is. The fact is, Huawei is not that 

important. 5G is not that powerful. It's just an ordinary 

technology. These politicians have exaggerated its role, 

only to call people's attention to this technology. 5G is 

well-known now, but this was not the case for earlier 

generations of communication technology. I'm not 

worried about their lobbying against Huawei around the 

world, because every country will make its own decision. 

Carriers have worked with Huawei for more than 20 

years, and we have served 3 billion people worldwide 

who have trusted us for more than 20 years. These 

customers will make their own judgments. They have 

the right to decide and choose whether to work with 

Huawei. We are not worried about this.

Lisa LaFlamme: So what is your message to the 

Canadian government as they weigh this decision? 

What do you want them to know about your business 

practices and these allegations?
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Ren: Canada is a country with abundant natural 

resources and terrific geographic conditions. It's also in 

North America and is culturally quite similar to the United 

States. At a time when the US is closing its doors and 

shutting foreign investment out, I believe Canada should 

be more open and attract more foreign investment to 

boost its economy. I think Canada should choose an 

open approach rather than follow in the US's footsteps, 

because a closed approach will do no good at all.

The US has developed into a major power in just 

200 years. How has it achieved this? I think it is its 

openness, which attracted the world's bright minds. And 

the inventions they created have been protected by the 

US through intellectual property laws. That's how the US 

has grown to be such a big power today. Canada should 

also open its doors. This is the right path forward, a path 

that will lead Canada into a world power. China also 

needs to stay open and implement reforms.

Lisa LaFlamme: I know that you say 5G is not so 

important. Everybody has made it so important. But 

it is your future. You've created it. I wonder if you 

concern right now that your empire is at risk as a 

result of all of this.

Ren: No. I'm not particularly concerned about this. I 
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believe we will only grow better, not worse. In fact, what 

has happened lately has helped get our name out there. 

Huawei was just a company that was unknown to many 

people until we faced off with this powerful rival. This 

has made our company look powerful. People are more 

willing to buy our products now.

Lisa LaFlamme: So why has 5G become kryptonite? 

Superman had kryptonite. How do you call it? It seems 

like the new Cold War on technology is 5G. Why?

Ren: I have no idea. I think 5G is just another 

technology, like an information "water tap", and it is 

only bigger and carrying more "water". Why are people 

considering it to be a nuclear weapon? I don't know why 

this connection was even made in the first place.

Lisa LaFlamme: I'm sure you've analyzed this deeply. 

Why does the world, the United States in particular, 

seem so afraid of Huawei?

Ren: It's an interesting question. I also wonder why a 

country as powerful as the US is really afraid of a small 

company like us. The US is the global leader in terms of 

technological innovation. They draw from technologies 

and talent from all over the world. How could it possibly be 
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afraid of Huawei? Maybe they are severely overestimating 

us. We are not as strong as they think we are.

Lisa LaFlamme: There are assumptions that somehow 

you're linked to the Chinese government. That would 

be the concern they say publicly – a security risk. Do 

you believe that?

Ren: We comply with Chinese laws and we pay taxes 

to the Chinese government. That's all about our 

relationship with the Chinese government. Nothing 

else. We have no ties with the Chinese military. The US 

should stop fixating on my experience in the military. I 

was a very low-ranking officer back then, without any 

titles. The US government has exaggerated the impact 

of this experience on my life. Let's not overthink it.

As to the concerns that we may install backdoors for 

the Chinese government, a top Chinese government 

official just stated at the Munich Security Conference 

that the Chinese government would never require 

Chinese companies to install backdoors. We have also 

promised that we would sign no-backdoor agreements 

with carriers all over the world. The Chinese government 

has agreed that we can do this. If necessary, perhaps 

we can invite the Chinese government to witness the 

signing of such agreements. This shows that the Chinese 
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government endorses our signing of such agreements.

The top Chinese government official also said at the 

Munich Security Conference that if foreign governments 

want to sign no-backdoor agreements with the Chinese 

government, they might be willing to do so. All these 

concerns really are for nothing. The Chinese government 

does not need to infringe upon the interests of other 

nations. So today I can assure you that this will never be 

a problem. And I understand the Chinese government's 

approach to this kind of issue and I believe that they will 

never require companies to do such things.

Lisa LaFlamme: So this is the compromise you would 

present to sort of calm the suspicions of countries that 

may have a trust issue with your country as a result of 

what they perceive the relationship is with the Chinese 

government?

Ren: We have not and will never install backdoors. Our 

global sales are worth hundreds of billions of US dollars. 

If there were backdoors in our equipment and someone 

found them out, no customer would buy our equipment 

in any of the 170+ countries and regions where we 

operate. This would cause our company to collapse 

and our employees would all leave and start their own 

business.

30



253

Ren Zhengfei's Interview with CTV National News

Then how could I repay our bank loans? I don't have 

many shares and I wouldn't be able to pay the loans 

off on my own. So I won't take that risk, for my own 

sake. The Chinese government has made it clear that 

they don't require companies to install backdoors and I 

believe their words carry weight.

Lisa LaFlamme: I think that it does come to trust. And 

I use that word intentionally. There are a lot of people 

who wonder if you have an option to say no. What are 

consequences of saying no to the Chinese government?

Ren: We would always say no to such requests. I don't 

think there would be any unbearable consequences, 

because Chinese leaders have already made their 

stance quite clear in international forums. We would be 

following their instruction by rejecting such unreasonable 

requests. What consequences could saying no possibly 

have?

Lisa LaFlamme: So you've taken, now, the aggressive 

act of suing the U.S. government. And do you hear on 

any level that that lawsuit may actually hurt the case 

of your daughter?

Ren: That's possible. But we think Meng Wanzhou's 
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case has nothing to do with Huawei's case. These are 
two different things. Meng Wanzhou's case is a personal 
matter, so she should file a lawsuit separately. Her 
case has no connection with Huawei's case. These are 
different actions taken to protect different rights.

Lisa LaFlamme: But they both converge in the United 
States. The United States wants your daughter. You 
are now suing the United States government. And I 
just wonder if you are concerned that there could be 
retaliation as a result of this.

Ren: Are these two cases linked? I don't think so.

Lisa LaFlamme: Okay. If you don't. All right. She is 
being extradited to the United States and you are 
suing the United States government. But you don't 
see a relationship there?

Ren: No, I don't.

Lisa LaFlamme: You have always been a man who has 
been able to foresee the future. Obviously, even as a 
young man, you worked hard to build this enormous 
business, this successful business. I wonder if you 
were at some point able to predict that one day your 
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company would be under attack like this.

Ren: I think sooner or later we would have some kind of 
conflict with US companies in this industry. Now, we are 
in the 5G sector, but the US does not have a 5G industry. 
So the conflict isn't that intense.

Huawei is now the third largest buyer of US chips. If 
the US doesn't sell us chips, many US companies would 
see a decline in their business. This would influence their 
stock value, but wouldn't really impact our production. 
The US does have more advanced chips than we do, 
but without US chips, we can still develop world-leading 
products.

So I think only collaboration can lead to shared 
success. Conflict won't do anyone any good.

Lisa LaFlamme: So you don't feel there is damage 
to your company as a result of all of this?

Ren: I think this has had some impact on Meng 
Wanzhou personally. She has always been positive and 
motivated to do better. But all of a sudden, she can't 
come to work. She may feel lonely now.

But this has had a positive impact on our company. 
This is really a good thing for us. Why? Because after 
30 years of development, we have started seeing our 
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teams become slack and complacent. Many employees 
have made enough money, and don't want to work 
hard anymore. They are reluctant to work in hardship 
positions. If this trend continues, we will fall like some 
Western companies.

But pressure from the US has forced us to be 
stronger, to stand united, and to stick together. Under 
this pressure, those who have already fallen behind are 
forced to work hard to improve; otherwise they will be 
edged out of the company.

So the pressure has made us stronger, not weaker. It 
serves as an external force that drives us to change the 
status quo after 30 years of development.

We have failed to solve this issue internally. Just 
issuing a bunch of internal official directives doesn't help. 
But the sudden external force has already impacted us. 
That's why I say pressure from the US has a positive 
impact on us. But Meng Wanzhou has to suffer 
personally.

Lisa LaFlamme: And you said earlier that you thought 
this would actually strengthen her. And I've read in the 
past that when you were asked if she would be one 
of your successors or if you were grooming her to be 
your successor, you didn't think she had the maturity. 
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Do you think this experience changes that and that 

she may now be someone you would consider as a 

possible successor?

Ren: Throughout history, heroes have always been born 

from hardship. Cuts and bruises toughen you up. This 

period of hardship will make her stronger, and push her 

to accomplish even greater things.

She has a strong background in management, and 

she is very good at complex coordination horizontally 

across the company. But Huawei's leaders are expected 

to dive vertically for breakthroughs. They must have 

the ability to gain insights into the next 10 or 20 years. 

This can only be done by someone with a technical 

background.

Those without a technical background won't be able 

to predict what is coming over the next 10 or 20 years. 

If our company relied on management to improve, she 

would have a chance, but that's not how Huawei works. 

She doesn't have the technical background, so she could 

not be my successor.

Lisa LaFlamme: So that hasn't changed, then; she's 

still not your successor?

Ren: No, she's not.
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Lisa LaFlamme: You talk about how – whoever it is – 

has to see the future. You are such a visionary on the 

future, but I wonder what surprises you most about 

the speed of change of technology. We've watched it 

in your own campus here, the extraordinary efficiency 

that exists in your plants, on your factory floors; what 

surprises you most about the speed of change?

Ren: I believe the world will experience tremendous 

changes over the next 20 to 30 years, which will be 

beyond our imaginations. 20 to 30 years ago, we could 

not have imagined the current information society. 

Similarly, it is impossible for us to picture how the world 

will look 20 to 30 years from now.

Technology is advancing at a speed faster than 

humanity has ever experienced. Can Huawei keep pace 

with these advancements? We don't believe we have a 

definite answer to this question. A Canadian professor 

put forward the concept of artificial intelligence more 

than 20 years ago. Actually, British scientist, Alan Turing, 

brought up the concept of artificial intelligence 70 to 

80 years ago, but this was not widely recognized. As 

computers and transmission technology today are 

highly developed, people are recognizing the increasing 

importance of AI. I believe Canada is very well positioned 

in AI. The three fathers of AI are all in Canada. In the 

future, a small number of people are very likely to 
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generate huge amounts of wealth. Most people won't 
have to work. Instead, they can just enjoy life, and will 
have sufficient money to support themselves.

I don't know whether you have visited our production 
lines. We can produce a premium phone from scratch 
in about 20 seconds, but very few staff works on our 
production lines. Maybe we will only need five or six 
people for a line in the future. This means AI will play 
an increasingly important role in improving production 
efficiency.

When that happens, countries like Canada and 
Switzerland will become big industrial powers. Why is 
that? With the help of AI, one person will be able to do 
the work that is done by 10 people today. This means 
that Canada would be equivalent to an industrial nation 
with 300 million people, Switzerland to an industrial 
nation with 80 million people, and Germany to an 
industrial nation with 800 million people. They will have 
more production capacity in terms of industrial goods 
than the world will need. In the new era, as tremendous 
progress is being made in AI, new computers, and new 
research, we don't know if we will be left behind.

Some people asked me what Huawei would look like 
in three years. My answer was: "It may go bankrupt." To 
prevent this, we must race against time and keep pace 
with the rapid changes that are taking place around the 
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world. We are not scared of the US's campaign against 

Huawei, but we are scared that we might be unable 

to keep up with the developments in the world and be 

unable to meet people's needs.

We are now slightly ahead of others, and it might 

be an issue for us, because our employees may become 

complacent and stop working hard. As a result, we may 

be cast away from the world. About 140 years ago, the 

center of the world was Pittsburgh, as it was the heart 

of the iron and steel industry. About 70 years ago, the 

center of the world was Detroit, as it was the heart 

of the auto industry. Where is the center of the world 

today? I don't know. I think it is constantly shifting. 

Countries with better systems and more open policies 

will stand out regardless of their populations, because 

our future production models will need very few people 

or no people at all. We have started incorporating AI 

into our production.

I can give you one example. Huawei's laboratory has 

developed a simplified version of AI technology, which 

is currently used in Africa. It is not yet fully intelligent. In 

the past, one Huawei engineer could design four sites 

every day in Africa. With the help of this technology, 

each engineer can now design 1,200 sites a day. Two 

years ago, we reduced the number of engineers by more 

than 10,000, because we no longer need so many.
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Therefore, countries rich with highly-educated talent 

resources will enjoy an increasing edge in the future, 

and a large population will no longer be an advantage. 

Issues that cannot currently be resolved in Western 

countries, including social welfare, unions, and strikes, 

will no longer be issues. As AI technology becomes more 

advanced, robots will be widely adopted. They will only 

need electricity, and will never go on strike. By then, 

the serious issues Western countries face today will be 

resolved. After real AI becomes a reality, large-scale 

industrial production will shift to the West. Production 

activities for which AI cannot be adopted may move to 

countries in Southeast Asia, where labor costs are low.

China is somewhere between these two types of 

countries, and faces a great challenge in determining the 

right direction. I don't think a large population alone can 

resolve China's future development issues. How can we 

survive? We have no answer for that, either.

Lisa LaFlamme: Well, that's the question and 

the responsibility. Do you bear, do you feel the 

responsibility that comes with a future that includes 

fewer people, more automation, and a lot of people 

without jobs?

Ren: This is an inevitable trend, and I can give you one 
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example. Microsoft has AI software for phones. While 

two people talk, this software could have real-time 

translation in 50 languages, and also transcribe the 

audio to text. In the past, this work would have required 

many people.

AI will gradually be adopted in many production 

activities. Another example is smartphones. They are 

becoming more advanced than ever, and the level of 

precision required for manufacturing is 10 micrometers. 

People simply cannot do this. We must rely on machines, 

and it's not just about ordinary digital processing; we 

must rely on image recognition.

Production models have changed greatly. With these 

changes, the West has unique advantages, thanks to 

its solid cultural foundation. Issues like social welfare, 

unions, and strikes have slowed down its development. 

However, if these issues no longer exist, the West will 

continue to develop rapidly, and this will strengthen its 

culture and technology. We believe significant changes 

will take place over the next 20 to 30 years. Who will 

win? Who will lose? No one knows. We just hope that 

we will survive.

Lisa LaFlamme: So we hope we survive, yes. Does it 

worry you? There's a lot of trust that goes into the fact 41
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that technology can go in any direction, we trust the 

people that are creating the software for that. Do you 

trust that this is taking society in the right direction?

Ren: This is not something about me being worried or 

not. Nobody can stop the development of humanity. If 

our company does not work on it, still other companies 

do and we may collapse. We don't want to collapse, 

so we work on these technologies as others do. I think 

this will be the situation in the future, companies racing 

against each other. Where will this take humanity?

I think our world should put an end to the arms race 

and turn to peaceful development. All countries want to 

maximize their own interests. Some may choose guns, 

cannons, and warships as their means of gaining interests. 

Why not focus all the attention on production activities to 

create more value and benefit the whole world?

For example, we can develop AI-powered tractors 

which can work in the field 24/7 without needing to 

worry about mosquitoes, the cold, or storms. The quality 

of operations will also improve. AI can also work in 

remote areas where people will not go. This will create 

more wealth for humanity. AI will drive more robust and 

civilized development of society. From the perspectives 

of management and technology, I believe AI is a good 

thing.
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Of course, some hold negative views about AI from 
societal perspectives. They are worried that AI will 
replace people, but I don't think that will happen in 
the next 20 to 30 years. We don't really have to worry 
about that during this period. When AI has the ability to 
replace people, we can pass laws to prevent this.

Lisa LaFlamme: It is a fascination to me that, as the 
founder of the world's largest networking technology, 
you come from a country that actually restricts 
information, no Twitter, no Facebook, no Google; and 
we talk about the future. And I wonder if you ever 
lobby your own government to open the doors more 
on the flow of information.

Ren: I strongly support Google, Facebook, and Amazon 
to enter the Chinese market. My attitude towards this has 
never changed. I always speak out for Apple, even though 
we compete with them. Whenever we have the chance, 
our company will always speak out for Apple and other 
Western companies. We have always been open like that. 
Only through open competition can we grow stronger. 
Protectionism isn't good for companies. So we compete 
with our Western peers in international markets, and that's 
how we've grown strong like we are today. And that's 
probably why the US government has overestimated us. 
Actually, we are not as strong as they think.
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Lisa LaFlamme: You just mentioned Apple and it 

makes me think, you know, the world knew Apple as 

Steve Jobs; you, however, have been a mystery man 

until very recently. Why have you decided to come 

forward, put your name to Huawei so that the world 

can get to know you?

Ren: Everyone in my family is a big fan of Steve Jobs. 

And aside from me, all of them use Jobs's products. 

When he died, my youngest daughter even organized 

a memorial and held a moment of silence for him. 

So my family really admires him. He improved mobile 

Internet for mankind, helped the Internet become more 

developed, and changed society. He was a great man.

Why did I come forward? Talk to our public relations 

team. They're totally using me. They realized they might 

not be able to win over the media, so they're taking 

advantage of me. I never really showed my face in the 

past. They said if I come forward now, people will pay 

more attention. So they tricked me to come out and 

speak. First, they tricked me to Davos, saying it was a 

small closed-door meeting. When I got there, the closed-

door meeting turned out to be a global live stream. All 

of a sudden, I was out in the spotlight. I know today's 

communication will also be broadcast worldwide, but I 

feel free to talk frankly. Both of us, and the whole world, 

all we want is to create a happy and prosperous future 
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for everybody. We all should work together for shared 
success. No company can prop up information society 
alone. So we fully support our competitors. I have never 
attacked any one of them.

Lisa LaFlamme: And so do you like the attention?

Ren: Of course not. It makes me lose all my freedom. 
Once I had 200 yuan in my pocket. And it just sat there 
for half a month – I couldn't find anywhere to spend it. 
Until one day, I had a coffee somewhere and I insisted 
on giving them that money for the coffee. I was finally 
able to get rid of it. I get too much attention, so I'm not 
really free. When I go to the airport, people take photos 
of me. When I walk into a cafe, they also take photos of 
me. The photos are then posted online with made-up 
captions that come from nowhere. So I feel like a turtle. 
I just want to go and hide in my own dark corner. That 
corner is home. So my life isn't all that free and happy.

Some people say I am a public figure, so I must be 
responsible for the public. But it's not like I'm a listed 
company. Why do I have to take responsibility like that? 
I have no choice. I'm an Internet celebrity now. It's no 
good for me.

Correspondent: You are an Internet celebrity, it's true. 
And now they're going to see this palace and they're all 
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going to want to come here to Shenzhen, you threw the 

doors open to the public.

Lisa LaFlamme: I want to ask you about historic work 

ethic, and how it enters in today, and by that, I mean, 

the story behind the black swans that we have seen 

here on the property.

Ren: These black swans have nothing to do with me. I 

don't like black swans. I'd rather give them away. They 

always eat up the flowers and grass, and mess up the 

environment.

Lisa LaFlamme: So it's not true this story that's out 

there that you personally wanted black swans because 

you always wanted to be reminded yourself and you 

wanted all of your employees to be reminded, that 

disaster can come at any moment?

Ren: People make up so many stories. There are all 

these online stories about me. I'd say 98% is fake or 

exaggerated. So if you want to really understand us, go 

meet our PR people. They can explain things, and it's 

probably going to be a lot more accurate. Our company 

is not all good. If you visit our online forum Xinsheng 
Community , you'll find a lot of criticism about Huawei. 
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Many of the critics are some of our best employees. 

When they complain about Huawei's management, 

we usually try to reflect on ourselves and make 

improvements. That's how we've survived till now. If we 

stopped improving and closed ourselves up, we would 

die off in no time. We are not a listed company, so we 

don't need to go out and sing our own praises all the 

time to boost our stock price. Or shoulder any losses if 

we say anything wrong. We aren't a public company, so 

can say all the bad stuff we want about ourselves. Now 

that we're used to it, it's a daily opportunity for us to fill 

gaps and put things straight.

Lisa LaFlamme: You can do whatever you want. It's a 

private company; is that what you're saying? You owe 

nothing to anyone, including the Chinese government?

Ren: That's right. We paid $20 billion dollars in taxes last 

year. I think they're more concerned about all the taxes 

we pay.

Lisa LaFlamme: But do you know about the story 

about black swans? It's been reported by the 

Economist, New York Times, and Time.

Ren: I know black swans and grey rhinos. But the black 
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swans in our company have nothing to do with me.

Lisa LaFlamme: So, now that we are getting to know 

you, the world, we are all very fascinated by you. As 

I say, this story that started with nothing. 3,400 U.S. 

dollars has grown to this. And I wonder if you can 

share with me, what your daily life is like.

Ren: When we just started the company, we didn't 

have a single penny left by the day we got our business 

license. At the time we thought the name Huawei wasn't 

catchy and wanted to change it. But the name was on 

the business license and we didn't have the money to 

change it. Back then, we didn't have many employees, 

and when we had to transport products, we did it on 

public buses. Without others' help, I had to carry them 

myself. These products were heavy, and it was difficult 

to carry them all at once. So I would take some of them, 

walk 20 meters, put them down, and then went back to 

carry more of them. I moved the products 20 meters at 

a time because they had to be kept within view in case 

of any losses. Bus conductors were nice back then and 

would allow me to bring our stuff on the bus. There's 

no way they'd let you do that these days, so if we were 

in the same situation now, we probably wouldn't have 

succeeded.
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In short, when things were just starting out, we 

didn't have any technology, we didn't have any special 

background, and we didn't have capital. All we had was 

our credibility. We worked as an agent for a vendor and 

we earned a commission. That's how we grew. When we 

started growing too much, the vendor refused to provide 

us with their products anymore because they were afraid 

we would dominate the market. So we were forced to 

research and develop on our own.

From that time on, we started investing more and 

more of the money we earned in R&D. I didn't buy my 

own house until 2000. I lived in a rented flat that was 

only about 30 square meters large. The flat faced the 

West, right into the sun. At that time I was investing all 

I earned back into R&D, so I didn't buy a house until 

2000.

We believe that our future depends on investment. 

Even today I don't have many personal assets. Why? 

Because my wealth is in the form of paper, that is, 

company shares. They will be worth nothing if the 

company shuts down. So we all invested our money 

in the company and put our faith in it. We believed 

the company could survive. In this way, we shared a 

common fate. That's how the company got where it's at 

today. Of course we faced many troubles along the way, 

but it's not a big deal. All problems are solvable. It's only 
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a matter of time.

Lisa LaFlamme: So this is such a fascinating history. So 
let's take it right to today. And what does your normal 
day look like?

Ren: Actually my daily life is quite relaxing. I usually get 
up early – I'm at my best from about eight to nine in the 
morning. So I come to my office to revise documents. 
Then I attend meetings because I'm more energetic 
in the morning. I get a bit tired in the afternoon, so I 
have some casual talks with different people and listen 
to their thoughts. After I finish my supper, I go for a 
walk, and then have a bath. Then I check emails and 
write replies. Then I surf the Internet and read news. 
Sometimes, I play Douyin, like TikTok in the West. At 
around one o'clock in the morning, I go to bed. That's a 
normal day for me. Sometimes I have trouble sleeping. 
And when that happens, I just surf the Internet again.

Lisa LaFlamme: And you also now, phone your 
daughter in Vancouver more often?

Ren: Yes, but not that often. I didn't phone her every 
day.
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Lisa LaFlamme: Are those conversations you look 

forward to, to hear how her state of mind is?

Ren: They're mostly just normal conversations, checking 
in on each other. Because we can't really expect any 
miracles.

Lisa LaFlamme: Her children are not with her right now. 
Do you have a relationship with your grandchildren 
while she is in detention in Canada?

Ren: Her children are taken care of by their grandfather 
and grandmother on their father's side. When school 
lets out they will go to Vancouver to see her. I see them 
too, but not very often.

Lisa LaFlamme: Have you been to Vancouver? Have 
you been to Canada?

Ren: Yes. Canada is a beautiful country, and Vancouver 
is also very beautiful. I remember that when I took a 
train between Banff and Kamloops, the mountains, the 
snow, everything was so stunning. I took a train for a 
day, then I flew to Vancouver.

Lisa LaFlamme: Very beautiful. Would you be 
concerned if you arrived in Canada, you also would end 
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up being arrested?

Ren: I think Canada probably knows better this time 
around. They're nobody's fool, and wouldn't trigger 
another major event like this by detaining me.

Lisa LaFlamme: Do you have a message for your 
daughter? She'll be able to watch this interview.

Ren: She's studying right now. She takes several online 
courses every day. She doesn't want to waste her time 
there. It's good for her to put her mind at rest, and take 
some courses while waiting for the court's proceedings. I'd 
say take it easy. Take things as they come.

Lisa LaFlamme: If you could predict the future, when 
do you believe Meng Wanzhou will be back here in 
Shenzhen?

Ren: It's hard to say. I hope she keeps up with her 
exercise, though, and doesn't just stay indoors all day. 
Go out and jog, get a good workout. Keeping healthy is 
the most important.

Lisa LaFlamme: I want to thank you so much for taking 
the time to sit down with us today. It's fascinating to 
talk to you.
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Norman Pearlstine: First of all, I want to thank you 

very much for taking the time to meet with us. I 

realize you have been, in these last two months, 

I think you may have spoken to more journalists 

than you have spoken to in many decades together. 

If it is okay with you, I would prefer not to repeat 

the questions that I have read in transcripts with 

the BBC, with other foreign correspondents. If you 

are comfortable with what you told them, those 

being your feelings, I would rather try to ask some 

different kinds of questions. So I would first like to 

ask about how you think about the future, and then 

some questions about how Huawei grew from 1987 

until now, and then some questions about where the 

industry is likely to be going on as opposed to just 

Huawei.

Ren: I'm more than okay with those questions, we have 

plenty of time. Let's try doing this Q&A style so you can 

ask the questions one by one and I will answer them 

one by one. If we don't have enough time for all your 

questions this morning, I can reschedule my meeting in 

the afternoon and we can keep going after the lunch 

break.

Norman Pearlstine: Well, that is very generous of you 

and we will try not to abuse your hospitality and your 
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generous offer.

Ren: Feel free to ask whatever question you might have, 
no matter how hard they are. I'll be honest. More often 
than not, the trickiest questions are the ones that help 
create understanding.

Norman Pearlstine: Let's take a minute to talk about 
the most recent development with the decision to 
go to a federal court in Texas to try to compel the 
United States government to behave in a different 
way. I know you have spoken about wanting to leave 
discussion of the lawsuit itself to the courts and not 
to the press. But I would love to understand the 
motivation for the litigation. Why bring a lawsuit? 
Commentators have suggested this would be a 
difficult mitigation or lawsuit to be successful in 
the court of law, which made me wonder whether 
the motivation was to appeal to a court of public 
opinion, and or whether was to try to get a better 
understanding of why the United States government 
has been such a persistent critic of Huawei.

Ren: The United States has been attacking Huawei 
for over 10 years now. No matter how minor the issue 
they wanted to bring up was, they would rally multiple 
government departments and agencies to create an 
overwhelming campaign.
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We have done everything that we can to remain 
silent and tolerant. But being tolerant does not mean we 
are numb. Being silent does not mean we are cowards.

In the past, we encountered multiple types of lawsuits 
and litigations, but with other US businesses, not with 
the US government.

The US government has passed a bill to single 
Huawei out without any executive or judicial process. 
If the law is likely to go into effect in August, we will 
face restrictions. So we have to make our voice heard 
now. We have a very strong legal base for this. We very 
deliberately and thoroughly considered all our options 
before we took this action.

If we win this case, it would prove the greatness of 
the US legal system. The whole world would be able to 
see the system's fairness and greatness. Even if we lose 
the case, the evidence that will be presented by the U.S. 
Government during the trial will prove Huawei doesn't 
have these alleged problems.

Maybe the United States won't actually be able to 
modify the law, but they won't be able to keep claiming 
that Huawei was a company with problems.

Whatever the result, I believe, this will put all the 
questions to an end.
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Norman Pearlstine: If you had to predict, one year from 
now, five years from now, will Huawei have a business 
presence in the United States and is it important to have 
a business presence in the United States? I was looking 
at your financial performance for the first two months 
of this year compared to a year ago and it seems that 
you are doing very well without being in the United 
States. I recognize, of course, that being blacklisted 
could have implications outside of the United States as 
well as in it.

Ren: We are not necessarily seeking a business presence 
in the United States. But at the very least, we should tell 
the truth. The United States is a very powerful nation. 
When they speak, many people listen. If we do not 
speak up and tell the truth, there may be misconceptions 
about us.

Norman Pearlstine: Do you feel that you should have 
been speaking up years ago? Or have things changed 
so much in the West since this new administration 
has come in, that you now feel more need than say, 7 
or 8 years ago?

Ren: For Huawei as a company, we tend to remain 
silent. Show patience. It's not easy to show who we truly 
are, not just in the United States but here in China as 
well. China for the most part is a socialist country, but 
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the way we organize ourselves within Huawei is capitalist 
in nature, with our employees investing in the company. 
The majority of our employees earn more than average 
for Chinese people. Yet in China, underprivileged people 
still account for two-thirds of the population. In that 
context, if we overly promote ourselves in China, it might 
have the opposite effect. That's why we have chosen 
to stay focused, pretty much entirely on our business, 
so that our customers are happier and give us more 
contracts. Employees who don't want to work hard but 
still want to make more money will be sifted out.

When we expanded our business outside of China, 
the outside world seemed to think that Huawei was 
a representative of China or some sort of communist 
company. So they grabbed a stick and beat us on the 
head. Here in China, we also get the switch, but this 
time on our butts. They called us capitalists back then. 
We were struggling to survive. Against this backdrop, we 
decided it's best to keep a low profile. We have bitten 
our tongues until our patience wore thin. The 2019 
National Defense Authorization Act in the United States 
has compelled us to make our voice heard.

So back to your question, why didn't we step up or 
speak up in the past? Because we can't remain silent 
anymore. We need to speak up now.
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Norman Pearlstine: We have a saying in the United 

States that sometimes people sometimes mistake 

kindness for softness. So if I understand, well, when I 

have been interested in Huawei for a very long time 

because I first worked in California in the 70s when 

companies like Intel were just beginning to grow. 

And so I read the Rand report from 2005. I read the 

house committee report from 2012 which seems to 

quote the Rand report from 2005. I now see what a 

government is saying in 2019, and it seems like it is 

the same information as I read 14 years ago. It at least 

tries to make a case that Huawei is an extension of 

the Chinese government. Yet, when I speak to some 

of the people who have worked with you for a very 

long time, and when I read about your earliest time, 

it seems like the government was not your friend 

when you began Huawei. That you were having to 

compete against government owned enterprises. 

Chinese government, you were competing against. 

Even as ZTE is a majority government owned, or 

very close to it. But today it seems like the Chinese 

government has embraced you, has talked about 

competencies and has been very public in criticizing 

US and Canadian governments. In some ways it seems 

like the Chinese government's embrace of Huawei 

may do more harm than good. And I wonder if that's 

a fair characterization. Because I do think of you as 
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a capitalist company just as I thought that Deng 

Xiaoping was encouraging enterprises when he was 

the head of state to behave the way Huawei behaves.

Ren: Silence does not mean cowardice and tolerance 

does not mean apathy. But this time, we're resorting 

to legal procedures to hopefully clear up the doubts or 

questions that people may have. If issues surrounding 

Huawei are addressed during negotiations between 

China and the United States, potential risks might 

arise. Because you never know if a new Member of 

Congress might bring up the old story and claim that 

it is not clearly explained yet. That would bring us 

back to the same situation we're in today, dealing with 

lawsuits one after another. And that's where we hope 

that a more thorough approach will clear up all of this 

misunderstanding and let the court decide, so that in the 

future we won't need to revisit the same old story.

Therefore, to sustain Huawei's development over the 

next twenty or thirty years, we have to resort to legal 

means to elucidate and then clarify any doubts that 

people have. The Chinese government takes action to 

protect the legitimate rights and interests of their people. 

In this context, those actions are understandable and 

reasonable.

In light of the overwhelming campaign of the United 

States, it's necessary for the Chinese government 
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to make its voice heard. I can see how this may 

have negative consequences regarding our global 

reputation. But whether it's in the United States or 

Canada, we choose to take legal actions. We believe 

both the American and Canadian courts are open and 

transparent. Once all evidence is presented to the courts 

and to the media, the facts will be clear.

So on the one hand, people are seeing what the 

Chinese government does. On the other, they see 

Huawei take the legal road. These two actions are not 

related. Last year, we paid 90.5 billion yuan in tax in 

China. If the Chinese government remains silent or does 

not express its support for its high-performing enterprises 

that pay taxes and are being unfairly treated, the United 

States might target other big Chinese companies. We 

have seen this happen with other countries, such as 

Alstom from France and Toshiba from Japan. So the US 

government does not have a one-hundred-percent clean 

reputation in this regard, and I think it is understandable 

that the Chinese government voices its opinions.

Norman Pearlstine: So I don't know about these other 

cases that you mentioned. But it does seem to me, I 

cannot recall any case in recent decades where the 

United States government has been so persistent in 

its efforts to attack a foreign corporation. I know that 
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especially in the world of telecommunications, the 

national interest maybe, and business interest can 

collide, but do you think that the United States is really 

trying to damage Huawei or is the United States trying 

to damage China?

Ren: I think the US right now is actually helping drive 

sales for Huawei, and increase our influence. As a private 

company, we didn't have this much influence before, 

and we do not have a high social status. Now, thanks 

to this massive campaign that the United States has 

started, more companies go online to check out what 

kind of company Huawei truly is. This helps drive up our 

sales.

Norman Pearlstine: So all publicity is good publicity?

Ren: That's what is happening externally. Those are very 

high-profile US officials that are essentially running a 

publicity campaign for Huawei. I also want people to 

know about how positively this has impacted Huawei 

internally.

Norman Pearlstine: It's surprising because if it is so 

positive, why bring the lawsuit?

Ren: A famous person once said that the easiest way 

to bring down a fortress is from within, and the easiest 

way to reinforce a fortress is from outside. How do we 

interpret this?
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After 30 years of dedication, a large number of 

people within Huawei are pretty rich. But their spirit of 

hard work and dedication is dying out. Even the people 

you see sitting here with us are very rich. They may not 

be willing to go on assignment in Africa or go install 

base stations on Mount Everest. They don't want to go 

to the places that are stricken by AIDS or Ebola. I think 

our organization is slacking off.

Norman Pearlstine: Is it because it has got so big?

Ren: Not necessarily. It is because our employees are 

getting richer. Especially in our HQ here in Shenzhen, we 

see a large number of senior executives and highly-paid 

employees. As a matter of fact, many of those people 

may not be needed anymore because our business 

operations have matured.

The company has been calling for more streamlined 

business management and operations, yet it has not 

been successful. If this continues, Huawei will also 

probably start to decline after growing for another 30 

years, like many other Western companies.

Yet, with this pressure from the United States, the 

majority of our people are in crisis-mode. If we do not 

change our organization or streamline our structure, 

there will be no other way out.

This pressure has pushed Huawei to be more 
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united. It has nurtured a new spirit of hard work and 

dedication in our employees. That has provided us with 

an opportunity to remove surplus managers. Some of 

our generals might be sent back to the front lines to 

act as soldiers again; we won't keep them as company 

commanders. Our current front line commanders 

have worked extremely hard for many years to earn 

their positions. How could we send someone from 

headquarters to take their positions?

This is just like if you and I tried to go back to 

elementary school right now. I guess it would only take 

10 minutes to finish all the work we did in first grade, 

20 minutes for second grade, and 30 minutes for third 

grade. It would maybe take less than a day to graduate 

from elementary school. It would only take two days, 

to graduate from middle and high school. Three days 

maybe for undergraduate. Maybe we would only need a 

month to get a PhD.

Executives have the experience and capabilities 

needed to fight for the opportunity to excel, even if 

they're assigned to an entry-level position on the front 

line. That would be much better than directly appointing 

them to a managerial position on the front line. This is 

good for everyone.

Of course, this kind of change can't happen 

overnight. We think it's going to take three to five 
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years for us to finish this transformation. If that can 
be done successfully, we can reduce management 
costs at headquarters by several billion dollars. Our 
expected sales revenue five years down the road will be 
between 260 billion and 300 billion US dollars. The US 
government has provided us with the catalyst for this 
change. If you had the opportunity to meet with Mike 
Pompeo or Mike Pence, do bring my thanks to them. I'm 
serious.

Norman Pearlstine: I promise to do that.

Ren: If they come to visit China, if they are willing to 
meet with me, I would be more than happy to host 
them. I'd roll out the whole welcome wagon.

If an egg cracks from the inside, you have a chicken. 
But we're not an egg, our shell is not that delicate. We 
are made of iron. If you apply enough external pressure 
to iron, you can forge even stronger alloys. Our business 
grew by 35.8% year-on-year in the first two months of 
this year.

Now why did we file this lawsuit? I hope the US 
government can provide evidence to show the world 
what kind of a company Huawei truly is. My primary 
concerns have been that the company is slacking off 
and our employees are getting complacent. Now, this 
external pressure makes me excited, because I can use it 
to change our company.
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Norman Pearlstine: Many thoughts as I was listening 

to you. We have a saying in adversity, "that which 

does not kill me makes me stronger". But there's high 

risk, of course, when you take this course because you 

have to be sure that it will not kill you. I understand 

what you're saying about needing to strengthen a 

company that might be getting a little complacent 

with so much success, but it sounds almost like you 

are advocating a cultural revolution, almost the Gang 

of Four, for Huawei. I don't think that's really what you 

mean though, is it? In terms of going back to be re-

educated?

Ren: Nobody can develop a thick skin without scars. 

Throughout history, heroes have come from hardship. 

This is not a cultural revolution. In any company, 

employees that are left behind will have to leave. There 

is something different at Huawei, though. Employees 

who meet certain criteria can choose to keep their 

company shares in order to support themselves.

Our employees are actually happy if we streamline 

our organization and transfer them to our major 

business teams. For example, two years ago, we 

disbanded one department that was working on 

software. It had 10,000 employees, and had spent 

around 10 billion US dollars on R&D without delivering 

any compelling products. Therefore, we decided to 
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restructure this department. At the time, we were 

concerned that some employees might be unhappy, and 

even considered raising their salaries.

However, before we did anything, all of these 

employees moved to our major business teams, 

including our device and cloud teams. I believe these 

employees should take some of the credit for our rapid 

growth in the consumer business over the past several 

years.

They left a product line that was performing poorly, 

and moved to a successful product line that offered 

them more development opportunities. Of course, 

they needed to be tested in these new positions. This 

month, we're going to hold an awards ceremony to 

commend these people. This team of 10,000 to 20,000 

employees completed the transition process without 

any complaints. They said they wanted to choose 3,000 

people from their team to walk on the red carpet. We 

have no problem with that. We just don't know whether 

our red carpet will be long enough.

Norman Pearlstine: We have the same problem in 

our business with so many people who grew up 

with a physical newspaper having to learn to convey 

information on a Mate X or an even smaller phone. It's 

very difficult to re-educate people who have grown up 

with one system and I admire your success.
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Norman Pearlstine: Listening to you talk, I wish, 

I wonder if you could spend a few minutes just 

comparing Huawei today and you personally today, 

from when you started in 1988 in a small apartment 

with so few employees. We have taken a tour of 

Huawei these last couple of days and seen spectacular 

architecture. We have seen so many employees 

doing such cutting-edge technology work involving 

the latest technology. As you reflect upon your own 

history and career, how did you go from being an 

unemployed soldier, reliant on Hong Kong PBX with 

no real technical experience? If I understand, you were 

an architect in terms of your education. How did you 

make that switch? Especially you started this company 

in your mid-forties. In America I can only think of one 

executive who started a new company at that age, Mr. 

Ralph Roberts from the Comcast company. He used to 

make belts for pets and then he built a big technology 

company. But I would love to know what it was that 

pushed you forward and made you successful.

Ren: That was a time of transition for China. China's 

military was significantly downsized, and people like us 

were thrown back into society. At that time the country 

was also transitioning from a planned economy to a 

market economy.

It has been extremely difficult to get where we are 
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today. Just imagine how difficult it will be for North 
Korea to transition to a system like the United States. 
When we were demobilized and tried to participate in 
civilian life, it was like we were abandoned by society. 
The old days when we could get a fixed monthly pay 
were gone. We had no idea what the market economy 
was. I didn't even know what a supermarket was. Many 
of my good friends, they went to study abroad in the 
United States, in Canada back then. When they returned 
to China, they talked about supermarkets and how great 
they were. But I didn't even have the vaguest idea of 
what a supermarket was. And then of course, over time, 
I figured it out. I remember when my wife's nephew 
came to Shenzhen for a visit. He was in a supermarket, 
where he saw other people taking things off the shelf as 
they pleased. He said, "I should take some too. It's free, 
right?"

That's not an exaggeration. It really shows how 
shallow an understanding people like us had about the 
market economy 30 years ago. Yet we had already been 
thrown into the deep end. How were we supposed to 
survive? We had to raise our families. We had to feed 
them. Life was very difficult back then, especially at the 
very start when I founded Huawei. My family members 
often went to the vegetable market in the evening. 
Because that was when you could find dead fish and 
dead shrimp sold at a very cheap price. You know kids, 
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they had to have some protein, and otherwise they 

wouldn't grow up strong. Back then when we had 

chicken, we would first eat the meat off the bones. Then 

we would use the bones to make soup. That's the life of 

Chinese people more than 30 years ago. And Wanzhou 

was also brought up in that environment.

Compared to today, we can see the significant efforts 

that China has made to reform and open up. From the 

perspective of the West, maybe they would argue that 

China hasn't been bold enough with its reform agenda. 

But imagine back 30 or 40 years ago. Not the fact that 

we're sitting here and talking to each other. Even if we 

just shook hands I might have been put in prison. Today, 

we can talk freely, not just about the U.S., but also about 

our own issues. So China has gone to great lengths 

when it comes to political reform. Regarding culture 

and education, China has fallen behind the rest of the 

world for a long time. So this whole process for China 

has been slow to some. But for us, we understand how 

things are. That's why we have showed patience. When 

there weren't laws for something, we wouldn't do it. 

Once there were laws for it, then we would follow them.

Norman Pearlstine: You talked about the chicken 

with the bones. Some people have told me that in the 

early days you would make soup and take it to your 
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employees and serve it to them. Is that a true story?

Ren: That's exaggerated. What happened was we were 

on holiday one time and my employees wanted to 

try my famous braised cooking. So I made something 

for the trip and we brought it with us. It wasn't soup 

though.

Here's another true story. There was once I was on a 

business trip in Turkmenistan and the office there was 

pretty small. I spent a day and a half there with nothing 

to do, so we toured the local market. We bought a big 

pig's head. I made braised pig head for everyone. It was 

the head of an old female pig and it took six hours. We 

spent that time chatting and getting to know each other 

even better. But that wasn't soup either.

Some weekends, I stay at home and do the 

cooking. My wife likes to accuse me of cooking for the 

housekeepers.

Norman Pearlstine: In addition to Turkmenistan, I 

know you also visited the United States and when 

you made that trip or trips, were you influenced by 

anything that you saw, any management style, any 

lessons learned?

Ren: I have always been a big fan of the US, ever since 

I was young. This has not changed until today. Even in 
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the most difficult times, the Cultural Revolution in China, 

the People's Liberation Army General Staff Department 

still arranged for representatives to head for West Point. 

There was quite a bit of coverage about the visit on 

Jiefangjun Bao  (PLA Daily). Those stories were very true 

because their descriptions echoed what we saw later 

with our own eyes. Our company has kept learning from 

the US military. For example, at Huawei, we use exams 

to improve training effectiveness. This is one of the areas 

where we learned from the US military.

We have been learning in a very serious way from 

the US. Over the last 20 to 30 years, we have invited 

20 to 30 consulting firms from the US to teach us the 

American way of managing business. We have probably 

paid close to 10 billion US dollars in consulting fees. We 

also hired KPMG as our auditor. This is our annual report 

audited by KPMG.

Norman Pearlstine: Is this the most recent one?

Ren: No, it's the annual report for 2017. We're going to 

publish the latest version on March 29, and I'm going to 

send you a copy then.

Norman Pearlstine: We talked a lot about the U.S. We 

talked a little bit about Canada. My wife is Canadian 

and we bought an apartment in Vancouver a couple of 
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years ago so I will be there by March 22nd. I would like 
to, if possible, speak to your lawyers in Vancouver to 
try to understand what is going on with Canada, with 
the U.S. and with the CFO. Because to me, it's a part of 
this whole puzzle that is hardest for me to understand. 
I understand trade disputes. I understand sanctions 
and fines but this is the first time I am aware of where 
a case like this has been brought and I know that 
Canadians are very conflicted, so I would like to sort of 
understand that a little better.

Ren: Both Canada and China are victims in this case. As 
a saying goes, if a snipe and a clam are locked in fight, 
the only advantage goes to the fisherman.

The U.S. is benefitting a lot from its trade negotiations 
with China while Canada is suffering a lot. Meng 
Wanzhou has no criminal record, and she didn't commit 
any crimes in Canada. So, I don't think Canada took the 
wisest course of action. Meng has travelled to many 
countries. Why have those countries never taken action? 
Currently, there is an ongoing judicial process on this, so 
we'll leave it to legal procedures.

Norman Pearlstine: I understand. I was not suggesting 
otherwise, I was hoping to get better guidance from 
your legal representatives because it is a case that I 
quite frankly don't understand.

Ren: It should be fine for you to meet with our lawyers 
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in Canada.

Norman Pearlstine: I was trained as a lawyer but 

Canadian law is a little bit beyond my competence.

Norman Pearlstine: Can you talk a little bit about 

Shenzhen and the importance of Shenzhen as the 

place you came to and a place that has grown almost 

as fast as Huawei? And was Shenzhen important to 

you, being a new city? I would love to just get your 

understanding of that.

Ren: Shenzhen is an immigrant city. Several decades 

ago, many people, especially young and ambitious 

people, swarmed to Shenzhen, then the forefront of 

China's reform and opening up policy. You could say it 

is similar to the Mayflower arriving in the United States. 

Of course, in the United States, these Pilgrims signed a 

compact on the ship. However, Shenzhen doesn't have 

the power of legislation.

As a test of reform, Shenzhen has strived to make 

breakthroughs in terms of the reform agenda. One of its 

first reforms was to pay two cents RMB as an incentive 

for dump trucks. Two cents RMB is equal to about one-

fifth of a US cent. Even with this small incentive, the 

efficiency at the time increased substantially. This reform 

caused a storm across China. It was seen as a capitalist 

11



296

Ren Zhengfei's Interview with LA Times

policy, and many believed that had to be removed. In 
spite of this, Shenzhen has been growing and making 
solid efforts to get rid of the old system. It has been 
a painstaking process. Many successful government 
officials at the time made mistakes, but they will not be 
forgotten. Any progress in history comes at a certain cost.

Norman Pearlstine: Well, thank you for having us. I 
think a part of the problem in the United States is 
the misunderstanding of the role of the government 
and the party here in China, that people in the 
United States feel that anything associated with the 
government and the party, therefore, is nefarious. 
Perhaps, Mr. Ren can help demystify this aspect, this 
relationship with Huawei. It's quite ordinary for a 
company to have a party committee. Maybe you could 
talk about the organs of the government that Huawei 
has to comply with or stay in touch with in order to do 
business overseas?

Ren: First of all, Chinese law stipulates that any 
companies operating in China must have a party 
committee. Before Huawei established one, the 
Chinese branches of Motorola, IBM, and Coca Cola 
already had one. What these party committees do 
is to ask employees to work hard. Actually, many 
foreign companies operating in China welcome a party 
committee.
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Huawei's party committee isn't in any way involved 

in our business decisions. Their biggest responsibility 

is ensuring the integrity and business conduct of our 

employees. And committee members are elected by 

vote, not assigned from outside of Huawei.

As for Huawei's relationship with the Chinese 

government, we first and foremost obey Chinese laws. 

Secondly, we pay taxes. Thirdly, the Chinese government 

has for years subsidized enterprises that invest in basic 

research. We also receive such subsidies. And we also 

get similar subsidies from the European Union. But the 

total subsidies we receive are at less than 0.2 percent of 

our annual revenue.

By the way, the R&D subsidy programs I mentioned 

are open to all companies, including foreign companies. 

This kind of subsidy isn't for applied technology. It's 

for basic research, and findings need to be publicized 

to benefit all humanity. I think that is the extent of 

Huawei's relationship with the Chinese government.

Norman Pearlstine: Journalists often grapple with 

the question of whether we are Americans first or 

journalists first because of the information we usually 

have. In your job, what is your priority? To your country 

or to your company?
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Ren: First, we have already made our position clear to 
the European Union that we are willing to sign a no-spy 
agreement.

If people argue that business-to-business no-spy 
agreements don't really guarantee anything, then 
the Chinese government can come out to witness or 
endorse the signing of such an agreement.

If a foreign government is willing to have their high-
level government officials sign an agreement with the 
Chinese government to ensure that Chinese companies 
will never engage in spying activities or install backdoors, 
the Chinese government may also consider signing such 
an agreement.

I think the Chinese government understands Huawei's 
current situation regarding the backdoor issue with the 
world at large. At the recent Munich Security Conference, 
Yang Jiechi, a senior official in the Chinese government, 
made it very clear that China does not require Chinese 
companies to install backdoors or violate international 
laws or the laws of the countries in which they operate.

Currently, we are pushing for a no-spy agreement 
with European countries. This whole process is in limbo 
though, because US companies are not willing to sign 
such an agreement. If even just one country, like one 
in Europe, is willing to sign an agreement like this with 
the Chinese government, I think the impact would be 
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significant. This would help create an understanding 

between China and the United States.

Norman Pearlstine: Given your strategy of suing the 

United States, would you encourage Facebook to sue 

to gain access in China? Would you encourage the 

American automakers to sue to exit joint ventures? 

Would you encourage other companies not to have to 

share technology to China?

Ren: First, I support US manufacturing companies in 

being able to win the right to establish wholly-owned 

foreign companies here in China. They could try to do 

so and maybe their applications would get approved. 

If a local government in China wants automakers 

to establish joint ventures in order to gain a certain 

advantage, those automakers can present arguments to 

the central government. The arguments can clarify their 

stance regarding why they want to reject joint ventures 

and instead establish wholly-owned foreign companies.

Huawei also does not want to enter into any joint 

ventures outside China, because there would be so 

many things to consider and manage. This would be 

very time-consuming.

Maybe it would be worth US companies trying to 

apply to establish wholly-owned entities. They can make 
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their cases to the Chinese government, and explain that 

they only want to establish wholly-owned companies, 

rather than joint ventures. This would eliminate issues 

such as those surrounding technology transfers.

If US Internet companies want to enter the Chinese 

market, perhaps they should start with companies 

that are not politically sensitive, like Amazon. These 

companies can talk with the Chinese government to get 

permissions first. There is always a sequence of what 

comes first. Others can come later. Personally, I believe 

everyone should have equal rights.

Norman Pearlstine: So saying that the definition of a 

joint venture is "the same bed, different dreams"?

Ren: If you want to make things go belly up, go for a 

joint venture. "Hey, I really want to start a joint venture 

with you. You take 99% of the stake, and I'll take 1%. 

All you need to do is give me a credit card. I'll swipe the 

credit card like crazy, until the 99% is used up." So if you 

don't want to get things done, go for a joint venture.

Norman Pearlstine: And the executive who I was 

closest to in America was Mr. Andy Grove of Intel who 

wrote a book called, Only the Paranoid Survive, and 

listening to Mr. Ren, I am very much reminded of him 

and his philosophies.
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Ren: I'm a fan too – I agree with what he says, and I'm 
a paranoiac like he is.

Norman Pearlstine: I think you have the best job I have 
ever heard because you have veto power. Will your 
successor have the same kind of power or is this just 
for founders? 

Ren: We originally wanted to remove this veto power 
after a certain point of time. That might be this or next 
year. But after seeing what's happening with Brexit, we 
don't think we can leave the fate of the company solely 
to a democratic process. So we've decided to hold onto 
veto power for now. Our Articles of Governance  state 
that veto power can be inherited, but that's not going 
to be by my family. Instead, veto power is going to be 
collectively exercised by an elite group made up of seven 
elected members. It is possible that none of them are 
my family members.

Norman Pearlstine: I was just saying that this is not 
for transcript.

Ren: It doesn't matter. You can include this in your 
transcript.

Norman Pearlstine: But I was very interested about 
what you were saying that we need go back to, go 
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back to home and starting over when you get too 

much into being in the corporate position, and which is 

why once a year, I try to do a recording trip like this, to 

remind myself how hard it is to be a young journalist.

Ren: I think you and I are both young fellows. So there's 

hope that Google will invent some sort of reverse-aging 

medicine in our lifetimes. If we can revert back to say, 18 

years old, let's get together and celebrate.

Norman Pearlstine: We can do that. Yes, I look 

forward to that.

Norman Pearlstine: Personally, I hope that you and 

your daughter are able to talk to each other and give 

each other support.

Ren: I talk to my daughter quite often at the moment. 

Her mother is also currently in Canada to be with her.

Norman Pearlstine: So I just want to ask quickly about 

the architecture of Huawei campus, because this 

building yesterday when we took the train from the 

"Czech" to "France" to "Germany", what was in your 

mind when you were deciding on this very unusual 

campus?

Ren: It was the outcome of our tender process. The 
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Songshan Lake Campus was designed by a Japanese 
architect named Okamoto from Nikken Sekkei Ltd. We 
had an expert panel review different design options for 
this campus. The panel liked his design very much and 
chose it.

There is a story about this Japanese design master. 
He doesn't speak English, even though he received his 
bachelor's, master's, and PhD degrees in the US. He is a 
genius.

Norman Pearlstine: I worked in Japan for three years 
and don't speak any Japanese and I worked in Hong 
Kong for three years and don't speak any Cantonese, 
but I am not a genius.

Ren: You are a genius. Okamoto is an architectural 
genius. You are a media genius.

Norman Pearlstine: I read one comment where you said 
that your daughter would not succeed you because 
her background is in finance and you think Huawei is 
now so big that it needs someone whose background 
is technology. Is that correct?

Ren: Yes.
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Ren: It's a great pleasure to meet with you. Please feel 
free to be really direct with your questions. You can ask 
whatever tough questions you may have. I will be very 
frank in answering them. I have a bit of a weakness, I 
am too truthful and it makes me misspeak sometimes.

Beat Balzli, Wirtschaftswoche: Mr. Ren, you attribute 
your success as an entrepreneur to three guiding 
principles of leadership: modesty, passion, and the 
willingness to keep on learning. Which one is the 
most important?

Ren: I've never said anything like that before. There 
must be some kind of misinterpretation online. To me, 
the most important thing for a company is direction, 
a direction that creates value for customers. There are 
many people in the world who are modest, and many 
who study hard, but they can't necessarily create wealth. 
Since the wealth belongs to our customers, forcing 
them to take it from their pockets and hand it over is 
called "robbery". If you just sneak around and steal their 
money, you are a thief. The only way a customer will 
happily give you their money is if you create value for 
them, an equivalent exchange.

Beat Balzli: You praised Donald Trump, your worst 
enemy, recently, as a great president for his economic 
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policy. Which principle of leadership is that in this 
instance?

Ren: Businesses worldwide are under a heavy burden. 
If this burden cannot be relieved, businesses will have 
no vitality. Germany is rolling out an initiative called 
Industry 4.0. It's not purely about technology. With this 
initiative, businesses will be less pressured by the needs 
to pay high wages and provide various benefits for 
employees. And there will be fewer strikes. If AI is widely 
adopted in Germany, one person will be able to do a 
job that currently requires 10 people. If that becomes 
a reality, Germany's population of 80 million will 
become equivalent to 800 million, making it a greater 
industrialized nation. That means Germany could 
contribute even more to the world.

President Donald Trump is great because he cut tax 
rates in such a short period of time in a democratic 
country. His purpose should be to attract foreign 
investment. But if he intimidates other countries and 
businesses, people around the world would have 
concerns about investing in the US, and the US's tax cut 
policy would be much less effective.

I think German Chancellor Angela Merkel is great. 
Launching the Industry 4.0 initiative will produce the 
same positive results as tax cuts. If Germany regards 
China as a business partner, that could bring Germany 
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huge market opportunities. According to China's new 

foreign investment law, fully foreign-owned enterprises 

can be established in China. It means that German 

enterprises, including machinery and car manufacturers, 

can start their fully-owned businesses in China. That 

could expand the potential market for German 

businesses while reducing their costs. And it would bring 

Germany even more economic prosperity.

The real message China wanted to get across to the 

world when President Xi Jinping and Premier Li Keqiang 

visited Europe was that China wants to open itself up to 

the world even more.

Sven Afhueppe, Handelsblatt: You praised Donald 

Trump, but Donald Trump is your worst enemy now. 

The US is trying to persuade its allies, Germany 

included, to no longer employ Huawei technology or 

to at least reintroduce security checks. What, in your 

view, is the principle of the leadership of Mr. Trump, 

considering the attacks against you?

Ren: I would not make my judgments about the 

world based on the interests of Huawei. I hope that 

the Chinese government will also note the possible 

positive outcomes from the tax reform policies that 

Donald Trump has initiated. I also hope that China 
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will substantially reduce the heavy tax burdens to help 
Chinese companies grow better.

The high tax rates in China were built on the relatively 
lower labor costs China had in the past. Now labor costs 
in China are very high. If the high tax rates continue, I 
think it would simply hurt China's own development as 
the country moves forward.

Sven Afhuppe: Has the US boycott against Huawei 
already affected your business?

Ren: No. Our business grew by 30.6% year-on-year in 
2019 Q1 and the profit grew by 35 .4%. I would like to 
thank some of the US politicians who have been calling 
on others to block us around the world. This makes 
everyone start to think "Has the US ever been afraid of 
anyone? They have been afraid of no one. But why are 
they afraid of Huawei, a little rabbit? This 'little rabbit' 
must be making some really good products." Now some 
countries even buy our equipment without testing it. 
What the US has been doing is not actually helping 
them achieve their goals. It's doing the opposite.

Before the US started publicizing 5G, I personally was 
a bit concerned about its future. At the time, I thought 
the pace of 5G research was too fast and we weren't 
actually at a point where some commercial applications 
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must depend on 5G. Scientists always feel so proud of 
what they work on, so they talk up the technology when 
they see some achievements in 5G. As a result, customer 
requirements have been pushed too fast.

Unfortunately, the US sees 5G as a strategic weapon, 
which actually pushed its development. If you look at 
the access network, from 5G base stations to optical and 
microwave transmission, everything is really transparent. 
Data packages aren't opened; they are just transmitted. 
Edge computing is only performed on the core network.

5G is like a water tap and optical transmission is the 
pipe that carries water. 4G was a smaller tap, while with 
5G, the tap is just bigger. That's it. The US has treated 
this water tap as if it were a "nuclear bomb", catching 
everyone's attention. So everyone keeps talking about 
5G. In a sense, the 5G era is approaching faster because 
of the push from the US.

Sha Hua, Handelsblatt: So you think the action of 
the US was politically motivated?

Ren: I think so, because they do not want to see US 
companies overtaken by other companies in any 
industry. Even though the industry we are in is not that 
important, they still don't want to see us outperforming 
US companies, and want to suppress us. Unfortunately, 
this pressure from the US has become a catalyst for our 
growth in the 5G industry.
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Beat Balzli: Is Huawei probably the most prominent 

victim of the US-China trade war?

Ren: I would not think so, because we have virtually no 

sales in the US market. The only impact we might be 

seeing is from other Western countries that have a good 

relationship with the US.

European countries certainly do not want to see their 

data being transmitted to China. They definitely don't 

want to see their data transmitted to the US, either. The 

reason German Chancellor Angela Merkel did not shake 

hands with President Trump was because she insisted on 

keeping European data in Europe.

Germany has proposed that networks should be built 

with equipment from multiple vendors, meaning some 

equipment would be from China, some from the US, 

and some from other countries. It's like building a wall 

surrounding data that no country can penetrate, using 

"bricks" supplied by all different countries. In that way, 

German data will be well protected. We support this 

proposal from Germany.

Mr. Yang Jiechi, a member of the Political Bureau of 

the Communist Party of China (CPC) Central Committee 

and Director of the Office of the Foreign Affairs 

Commission of the CPC Central Committee, made a 

statement at the Munich Security Conference that the 
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Chinese government always requires Chinese firms to 
abide by international rules and the laws and regulations 
of the countries where they operate, and that China has 
no law requiring companies to install "back doors" or 
collect foreign intelligence.

At the press conference held after the recent session 
of the National People's Congress, Premier Li Keqiang 
also made it clear that the Chinese government does 
not require Chinese businesses to eavesdrop on other 
countries.

Last month we talked with Germany's Federal 
Ministry of the Interior, expressing our willingness to 
sign a no-spy agreement with the German government, 
in which we promise that Huawei networks contain 
no backdoors. I'm also willing to push the Chinese 
government to sign a no-backdoor agreement and 
an agreement on complying with the GDPR with the 
German government.

It will be difficult for the US to collect intelligence 
from places in Europe where Huawei equipment is 
deployed.

Sven Afhueppe: I want to go back to the trade war 
aspect. From the bigger picture, it's a new Cold 
War because Huawei as a company and China is 
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fast becoming a superpower and threatening the 

number one position of the USA? So Huawei is the 

perfect target in this super power battle?

Ren: What you're saying makes a lot of sense, and I've 

had similar concerns. Some Western countries like to 

take sides on certain matters. If China and Russia decide 

to start doing the same thing, it may start another Cold 

War.

If the West doesn't want another Cold War, they need 

to be open, and put up with the development of other 

countries.

The US's trade war is making the world more 

radicalized and unbalanced. We should see that the 

world is maturing and the coming information society 

has played a big role in balancing things out.

We certainly don't want to see the world fall back into 

a Cold War. We've hoped China would open further, and 

it is already opening up more every day. If Europe trades 

more with other countries and increases its trade volume 

by over one trillion euros, there will be less conflict and 

more peace around the world. In addition, European 

countries will have more disposable money to help them 

resolve some internal problems. I think the whole world 

should focus back on economic development; we need 

to seek peace and shared economic development.
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Sven Afhueppe: But if it comes to a new Cold War, 
it would be very bad for the world economy, for 
companies like Huawei, Daimler, Siemens, and so on. 
Do you fear a new era of protectionism around the 
world?

Ren: I don't think this new protectionism will last long. 
Large Western companies, not us, are the ones who 
are the most concerned about the protectionism. Their 
biggest concern would be an executive order from the 
White House saying, "You cannot sell your products to 
China." For those Western companies, if they can't sell 
their products to China's 1.3 billion people, their financial 
statements and stock prices will suffer, and their markets 
will be hit hard.

Some small innovative companies have developed 
cutting-edge products. If the US does not allow them to 
sell their products to China, what should they do? They 
might move to either China or Germany, because as a 
company, if they cannot sell their products, they will starve.

When the US tries to impose sanctions on others, 
hoping to see them go downhill, they are also on a 
decline.

Beat Balzli: It's typically a Cold War. The US accuses a 
company like you for spying for China by deploying 

07

08



314

Ren Zhengfei's Interview with Handelsblatt and Wirtschaftswoche

your technology. They accuse you very heavily. Did you 

see any proof? Did you see any documents that are the 

basis of these accusations against you?

Ren: We have been trying very hard to prove who we 

truly are, but the US government doesn't believe us. 

Now, they need to provide facts and evidence to support 

their accusations against Huawei.

Beat Balzli: So what the Americans are talking 

about is just a fairy tale? It's not true?

Ren: Certainly.

Sven Afhuppe: After the attacks by the US government, 

we've seen a global decline in trust in Huawei 

technology. What should you do to restore trust in 

Huawei technology?

Ren: I don't think we need to rebuild that trust. Our 

customers, including those from the West, have built 

their trust in us over the past 20 to 30 years. Our 30 

years of history has proven this already. That trust isn't 

going to disappear just because a few authoritative 

people say something. While the whole world is paying 

attention to this topic, we should really take a step back 

and ask what contributions Huawei has made to society 

as a whole.
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Huawei has contributed about 90,000 patents 
worldwide. Those are all new patents. We know there 
are some established companies that have hundreds of 
thousands of patents, but they have not contributed as 
much as we do to new networks. No matter whether 
the US admits it or not, their information networks 
cannot bypass Huawei's patents.

Second, not only have we connected three billion 
people around the world, we have also forged 
connections to all sorts of business sectors like finance. If 
Huawei disappeared, that would be a threat to the world.

Third, if Huawei ever acted maliciously in any one 
country, like implanting a backdoor in our equipment, 
then we would lose our markets in over 170 countries. 
If that happens, how could we repay our bank loans? 
Huawei's employees could leave the company, but I 
couldn't. This would be worse than death for me. How 
could I possibly agree to implant backdoors?

Sven Afhuppe: When it comes to data security, do you 
trust US tech companies like Google, Amazon, and 
Facebook? Do you trust them?

Ren: If we were trying to build an information network 
that guards against absolutely everyone, the cost would 
be enormous. There would be no way for us to sell our 
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products.

Our networks only guard against hostile competitors 

and malicious attacks. We have no hostile competitors 

amongst Western companies, so we don't guard against 

Western companies. We also don't guard against the 

US government, the German government, the Chinese 

government, or any other government. They will not 

forward information about us to our competitors.

Beat Balzli: The lack of trust in Huawei technology 

is also a cultural thing. Data protection is a central 

principle of digitalization for the people in Europe. In 

China, data protection is not so important. So do you 

understand the concerns of the European citizens and 

politicians?

Ren: Of course. Huawei firmly complies with the GDPR. 

However, Huawei's role is only to provide equipment. 

The networks are owned and run by telecom operators 

and Internet service providers. Huawei is just a vendor 

that provides network gear. We are like a provider of 

water taps.

Sven Afhuppe: Right. You mentioned the good and 

deep relationship between Huawei and Germany. 
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Chancellor Merkel just refused to boycott Huawei. 
Have there been any discussions between Huawei or 
Beijing and Germany in that case?

Ren: I don't know what the Chinese government is 
thinking. They don't tell me about it.

Sven Afhuppe: Are you happy with the German 
government handling the matter?

Ren: It was how these things should be handled. To 
ensure cyber security, we need to pass all market tests, 
including technological verifications, instead of just 
rushing to some unfounded conclusion. Isn't Germany 
establishing a common security standard? We also need 
to comply with this standard. Of course, regardless of 
where a company is located, it needs to protect privacy, 
follow the GDPR, and never install backdoors.

Sven Afhuppe: And you do not fear their objection?

Ren: I am not concerned about this. We don't have any 
problem with it at all, and we are willing to accept this type 
of oversight. The more stringent the oversight is, the better 
off we will be. Some are afraid of this type of oversight, 
but I won't say who they are. I think you can guess.

Sven Afhuppe: Do you have any new investment 
plans in Germany?13
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Ren: Yes, we do. We have established a lot of research 
centers in Germany and purchased a factory in Weilheim 
to produce high-performance equipment. We're going 
to move our manufacturing facilities for cutting-edge 
products to Europe step by step. Recently, we bought 
513 acres of land in Cambridge for the production of 
optical chipsets. And some of our production facilities for 
5G base stations may be located in Europe. Germany is 
one of our preferred locations.

In addition to our investment in Germany, many 
technologies and equipment used here in China are 
also from Germany. You have visited our intelligent 
production line. Much of our equipment there is from 
Germany. Our software primarily comes from Siemens 
and Bosch, and some are from Dassault of France. 
As Huawei grows rapidly, we will position Europe as a 
second strategic base for Huawei.

Huawei's collaboration with Leica is a perfect example 
of our investment in Germany. Leica's work is based on 
physics, and Huawei's work is based on mathematics, 
so the two companies reinforce each other by working 
together. The research center jointly established by the 
two companies is located in the same village where 
Leica is located. Over the past few years after beginning 
to work with Huawei, Leica's business has grown rapidly.
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Beat Balzli: I want to go back to the boycott. Germany 
refused the boycott, also Great Britain. But there 
are still some doubts. China is not a democracy like 

Germany. And a lot of companies in China are very 

close to the government. How close is Huawei to 

the government? What is the relationship between 

Huawei and the Chinese government?

Ren: We follow the laws in China and pay taxes to the 

Chinese government.

Beat Balzli: You're one of the most famous business 

leaders in this country. Normally there's a close 

relationship between such business leaders and the 

government. When were you last received by President 

Xi?

Ren: That was in 2015 in the UK. President Xi was there 

visiting our UK office, so I accompanied him during that 

visit.

Beat Balzli: The success of Huawei is amazing. You 

built a small company into a really big company. Has 

that been possible without the help, direct or indirect, 

of the state?

Ren: From day one, when Huawei was founded, we 
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have focused entirely on just one thing: creating value 

for our customers. The business boundary we set for 

ourselves was the communications industry. In our early 

days, we had just two multi-meters and one oscilloscope 

for work. That's when we had just started out, and we 

made up our mind to serve our customers.

We have focused on a single point, from several 

dozen employees, to several hundred employees, 

to several thousand, to tens of thousands, and now 

180,000. We have still remained focused on that point. 

And we invest very heavily in that point of focus. 

Currently, our R&D investment reaches US$20 billion 

every year. We focus our efforts and resources on a 

very narrow area, which is how we have achieved 

breakthroughs.

Beat Balzli: You say you have no special relationship 

with the government, but if you take a concrete 

case like New Zealand, huh? New Zealand has a 

boycott against Huawei and after the boycott, China 

made big, big pressure on New Zealand. So, there's a 

connection?

Ren: We will no longer do 5G in New Zealand or 

Australia. The Chinese government didn't understand 

our intentions and their efforts might be in vain.
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Sven Afhuppe: Have you ever been asked by the 
Chinese government to do any special things?

Ren: Never.

Beat Balzli: But in the Chinese law, there's a relationship 
between companies and the government to help in 
national security, no? It's enshrined in Chinese law? 

Ren: At the Munich Security Conference, Yang Jiechi, a 
member of the Political Bureau of the Communist Party 
of China (CPC) Central Committee and Director of the 
Office of the Foreign Affairs Commission of the CPC 
Central Committee, made it very clear that the Chinese 
government always requires Chinese firms to abide by 
international rules and the laws and regulations of the 
countries where they operate, and that China has no law 
requiring companies to install "back doors" or collect 
foreign intelligence.

Premier Li Keqiang also reiterated this message at a 
press conference. Hasn't the Chinese government made 
their stance clear?

Sven Afhuppe: At the beginning of the US attacks 
against Huawei, your daughter was arrested in 
Canada. What is your view and what is your comment 
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on that case?

Ren: I think the US must present their evidence. If they 

fail to present sufficient evidence, I have reason to 

believe that she was held as a political hostage. I think 

what really matters in the court are facts and evidence.

Beat Balzli: How often do you contact your daughter?

Ren: We call each other all the time when we want to 

talk. The Americans who are eavesdropping on our calls 

must be working really hard. They don't know when we 

might make a call. I might not make a call for days, and 

they just have to wait around for it. They are working 

really hard.

Sven Afhuppe: The legal situation between Huawei and 

the US is pretty complicated. We have seen the boycott 

of the US, we have seen the arrest of your daughter, 

we have your legal accuses against the US government. 

Could you imagine an end of that legal affair?

Ren: It's not just the US filing lawsuits against Huawei. It 

can also happen the other way around.

Beat Balzli: Do you think there have been any chance 

with you, you have sued the US government, do you 
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think you have a chance there before the court?

Ren: We still believe in the US's separation of powers, in 
the independence of the US judicial system, and in the 
strength of the US legal system. We believe that we will 
win. If Huawei wins the case, it will prove that the US 
has a great judicial system. If Huawei loses the case, but 
the US still presents no solid evidence to substantiate 
their charges against Huawei, it will also prove our 
innocence.

Beat Balzli: What are you doing now to improve 
your image in the US?

Ren: The US has been campaigning against Huawei, 
so we have no plans to go after a large share in the US 
market. We have no choice but to defend ourselves in 
court.

Beat Balzli: Some weeks ago, you sent an invitation 
for a Huawei event and the Chinese embassy sent the 
same invitation also to the journalists, at least that's 
not the right way to get the trust back, huh?

Catherine Chen: We published an open invitation letter 
to the media. Reports that the invitation was issued 
through the embassy are false.
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Ren: We hope more journalists can come and see 

the real Huawei. The Shenzhen campus is just one of 

our facilities around the world. We have facilities in 

other major cities in China, such as Beijing, Shanghai, 

Hangzhou, Nanjing, and Suzhou, as well as facilities in 

Munich, Bonn, and more. We have established research 

institutions in many places around the world. You can't 

really understand the big picture of Huawei without 

taking a look at all these places.

Sven Afhuppe: Huawei is a leading technology 

company regarding different products. And the 

philosophy is based on working hard, improving 

yourself every day. What is the next real big innovation 

Huawei is inventing?

Ren: I think our future innovation will still be oriented 

towards providing network connections to people 

around the world.

Sven Afhuppe: How important will AI be in the 

future for Huawei? 

Ren: Very important, and even more important to 

Germany, because production in Germany is already 

highly automated and supported by information 
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technologies. I think Germany is well positioned to make 

Industry 4.0 a reality.

Sven Afhuppe: So German companies should invest 

more in AI?

Ren: Yes. Using AI does not necessarily mean AI has 

to be manufactured in Germany. No matter where the 

technology comes from, as long as it can create wealth 

for Germany, German companies should embrace it. 

Currently, the US is the strongest in AI. Germany needs 

to overcome its labor shortage if it wants to achieve 

leapfrog development in its industry. That's part of 

why Germany has used buses to carry millions of 

workers from Turkey. Once Industry 4.0 is realized and 

AI is widely deployed, Germany will become a greater 

industrialized nation, with an equivalent of 800 million 

people. By then, Germany will have enough capacity 

to produce goods that are more than sufficient for the 

whole world.

Sven Afhuppe: May I ask you a personal question? 

Right now you have reached the age of 75 years. How 

long are you planning running Huawei?

Ren: That depends on how soon Google can come out 

with a medicine that helps people live forever.
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Beat Balzli: Why are you so fascinated by European 

architecture? Yesterday I was in your campus. Where 

comes this fascination for the architecture?

Ren: The design of these buildings actually had nothing 

to do with me. We had an open tender process and our 

expert panel chose the proposal of a Japanese designer. 

He received his bachelor's, master's, and PhD degrees in 

the US, but he doesn't speak English. He is a genius in 

architecture.

Sven Afhuppe: You were very impressive when talking 

about global politics, the trade war, the Cold War, 

European politics, and Chinese politics. Could you ever 

imagine moving into politics for the last years of your 

career?

Ren: I'm a businessman and will always remain a 

businessman. I would never go into something related 

to politics.

Sha Hua: You said that you know, you shouldn't steal 

from your clients because that would not be a good 

idea to rob people. But you have had employees who 

have been stealing technology, like Tappy. It's a very 

famous case.
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Ren: Just as we take the protection of our own 
intellectual property rights seriously, we fully respect 
others' intellectual property rights. Our policy makes it 
clear that employees are prohibited from infringing on the 
intellectual property and trade secrets of other companies. 
There have been some isolated instances of individual 
employees failing to comply with the company's policy.

Huawei's technologies are very advanced and 
sophisticated. How could Huawei have become what it is 
today by stealing some small technologies? Our success 
is mainly attributable to our focus on mathematics 
in our early years. Now, we are also paying attention 
to some general domains like physics, chemistry, and 
biology. What is radio? It is electromagnetic waves 
expressed in mathematical equations.

A few isolated cases do not represent Huawei's 
corporate culture.

Chen Lifang: Our company is guided by principles. If 
individual employees have done something wrong, they 
are disciplined by the company.

Sha Hua: I mean, there's a saying that people follow 
their leader. And this may be part of the company 
culture that this sort of phenomenon occurred in the 
past?
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Ren: Huawei is a company with more than 180,000 
employees, including non-Chinese employees. Our 
company is growing very fast, and our education and 
training programs may not fully keep up with our fast 
growth.

Employees who make mistakes are disciplined by 
the company. If the bad things that happened were a 
result of our corporate culture, then how would we have 
become a global leader? We are ahead of our peers and 
not just by a small margin. That's why the US is coming 
after us.

Where are we getting all these things that our peers 
don't have? Of course, we have created them on our 
own. We are very strong in basic research. To give you a 
better idea, I would like to give you an example.

Our latest smartphone, the P30, offers 50x zoom. 
That means you can shoot photos of the stars and the 
moon in the sky with this phone. It can also be used as 
a night-vision device. You might wonder what the point 
of these functions is. These are fantasies of scientists, 
and we have to understand their thoughts.

Sha Hua: When you were giving an interview with 
CCTV, you said you reject the invitation to attend a 
ceremony celebrating the anniversary of China's 40 
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years of reform, because you have more important 

thing to do.

Ren: No. What I want to do is to focus entirely on 

running Huawei.

Sha Hua: Is this a privilege to say no to this invitation? 

Chen Lifang: You might think it is a privilege. But for us, 

this represents the progress of the Chinese government, 

because the government understands and accepts 

that Mr. Ren said no to attend this ceremony. This has 

nothing to do with privilege. Simply put, others might 

think such things are an honor, but Mr. Ren does not 

think so.

Sven Afhueppe: Okay, wonderful. Right now, a lot of 

employees of Huawei own shares of the company. Do 

you have any plan to go public?

Ren: No, we have no plans for now, but maybe after 

3,000 years. If you're patient enough, you are welcome 

to buy our shares then.

Wrap-up:

Ren: We human beings captured the first-ever image 

of a black hole yesterday. This is the result of mankind's 
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joint effort. The same will be true for 5G. Don't ever 
think that 5G is a proprietary product or patent of 
Huawei. To make 5G a reality, the whole world needs 
to work together and help each other. Let's cheer 
yesterday's breakthrough and astronomers' decades of 
perseverance!
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Ren: It's a great pleasure for me to be with you here 
today.

Charlie Campbell: Fantastic. I know you've given a lot 
of interviews recently. I don't want to go over the same 
questions again, but unfortunately, we have to hear 
you in your own words answering some questions. I 
know it would be quite familiar to you. But please bear 
with us and we'll try to make it a bit more interesting 
this time.

Ren: You can be very direct or even very tough in 
bringing up your questions and I will be very honest in 
giving you my answers. I sometimes feel like the veil of 
mystery has been lifted from Huawei, but some people 
just refuse to believe us. I trust that if we continue to 
communicate like this, they will get to understand us 
eventually.

Charlie Campbell: I have spent last week touring 
your campus and meeting a lot of your colleagues. 
And this has been a great experience and it's very 
impressive.

Charlie Campbell: You just posted your annual revenue 
of 107 billion US dollars and Huawei has been growing 
every year since you founded the company. How big 
can Huawei get? What's your goal in mind?
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Ren: It is not the size of the business that we are after. 
We aspire to provide good services to all. We're just 
concerned that technological advancement cannot 
keep pace with people's ever-evolving needs. The 
communications world is migrating to the cloud step 
by step. Now, there are many small clouds spreading 
all over the world. In the future, all these small clouds 
will be connected to form a huge, global cloud. What 
matters most to Huawei is whether we have the ability 
to serve that global market. Therefore, we invest a lot 
into future-oriented scientific research. We're trying 
to explore some of the new scientific discoveries and 
technological inventions, and preparing to invent 
products that can better adapt to future needs.

As you know, over the last 500 years or so, China has 
not made significant contributions to the world in terms 
of scientific and technological invention and discovery. 
We hope we can make a difference now as it migrates 
to the cloud. To achieve this, we have brought a large 
number of scientists onboard at Huawei. At the same 
time, we also support outside scientists and college 
professors from around the world, helping them explore 
the future. What we are doing now aims to address the 
needs of humanity. It's not all about the balance sheet. 
As we work with universities, we adopt principles similar 
to how investment works according to the US's Bayh-
Dole Act.  That means we provide funds, but the research 
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findings belong to the professors, not Huawei.

Charlie Campbell: At the moment, just as what you 
have said that China is lagging behind in technology 
and striving to catch up with the West. It seems that 
5G is the moment where China has overtaken the 
West and is pioneering new technology. Do you think 
this is the new normal now that China will always be 
ahead of the West?

Ren: That's impossible. China has to learn from 
and catch up with the West when it comes to basic 
education, including education in elementary schools 
and middle schools, especially in rural areas. Higher 
education institutions should focus on academic 
research, like scientists do. Doctoral papers should be full 
of insight. We must lay a solid foundation in this aspect. 
So the better time for us to discuss the question you've 
just raised would probably be 50 to 60 years or even 100 
years from now. The West has creative approaches to all 
different types of education, ranging from elementary 
education to higher education, but China still takes a 
unified approach: exams. With this approach, it's difficult 
for geniuses to emerge in China.

For that reason, I think it's unlikely that China can 
catch up with the West within a short period of time in 
every regard of science and technology. That's why we've 
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been calling for the Chinese government to pay more 
attention to education, and to change its status as an 
underdeveloped country and a follower. Children should 
think independently. We also hope China can make 
technological contributions to the world in the future.

5G is only a tool. Its value and role have been 
exaggerated. We don't think the contribution that 5G 
will make to society will be as enormous as some people 
have imagined.

Charlie Campbell: I learned that Huawei filed the 
largest number of patents last year worldwide. But 
the US still accuses Huawei of stealing intellectual 
property, and in fact, of having a bonus system for 
employees who steal intellectual property. Has Huawei 
ever stolen intellectual property?

Ren: First, Huawei highly respects intellectual property 
rights; otherwise, we would have disappeared because 
our intellectual property may have been stolen by 
others.

Second, Huawei has done a lot to drive IPR protection 
in China. Our annual R&D investment is between 15 
billion and 20 billion US dollars. Our R&D competence 
centers are scattered around the world, and we have 
around 80,000 R&D employees. We are already a leading 

03



336

Ren Zhengfei's Interview with Time

player. That is not something you can achieve by stealing 

from others. Individual employees will be punished for 

their wrongdoings, and they do not represent Huawei.

Charlie Campbell: Regarding these allegations by the 

US, do you think they are doing this because they 

want to use Huawei as leverage to get a better trade 

deal with the Beijing government?

Ren: Maybe.

Charlie Campbell: Have you felt as though you are 

being used as a pawn? Do you think it's unfair?

Ren: I just wonder, is Huawei that valuable? I don't think 

the company is so valuable as to play a role in China-US 

negotiations. We are like a small tomato stuck between 

the two countries.

Charlie Campbell: Your daughter was arrested in 

Canada and is expected to be extradited to the US. 

There are very serious charges against her, do you fear 

for her safety?

Ren: Al l charges must be based on fact and 

substantiated with evidence. Then, with open, 

transparent, fair, and just legal proceedings, we will know 
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whether or not we actually have a problem. We don't 
think there will be any problem as long as everything is 
made public. We still place our faith in the courts.

Charlie Campbell: Do you believe the charges 
against her are politically motivated?

Ren: Maybe. I don't know for sure what those people 
who started this were thinking, so I can only guess.

Charlie Campbell: I imagine you are in constant 
contact with Meng Wanzhou and you speak to her 
a lot. How is she doing?

Ren: She has been busy these days, taking six online 
courses. She hopes to get a PhD in Canada. Her mother 
is with her right now and has often told me that 
Wanzhou is always busy and in good mood.

Charlie Campbell: What about her children, your 
grandchildren? How are they coping with the 
estrangement?

Ren: They are still young, so they don't necessarily 
understand what is really going on. They can definitely 
feel that their mother is going through something 
tough. Whenever they have a break from school, they fly 
to Canada to be with their mother.
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Charlie Campbell: At the moment, the US government 

has banned Huawei from its infrastructure. Why do 

you think is this? What do you think lie behind?

Ren: I don't know their motives, but it doesn't matter 

much to Huawei that we aren't present in the US 

market. We haven't ever really been present in the US 

market.

Charlie Campbell: It seems at the moment you're 

speaking to a lot of American media, trying to 

convince America that Huawei products are safe and 

that Huawei is a legitimate company, so you must 

want to be present in America.

Ren: No, we don't want to enter or serve the US market. 

The US is taking us too seriously. So we hope that 

through these dialogues, we can reveal the truth and 

better understand each other. Whether we can establish 

our presence in the US market is not that important 

to us, because even without the US market, we have 

already become the world's number one. So, we are not 

in dire need of building our presence in the US market.

By having dialogues with the US media outlets, 

we want to dispel misconceptions about Huawei. For 

example, your understanding of Huawei must have 

changed after visiting us. You are welcome to visit our top 

labs. I think you'll see how our scientists lead the world.
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Actually, scientists and entrepreneurs in the US know 

Huawei pretty well. I have spoken with them quite a 

lot recently, and we will further our cooperation with 

each other. But US politicians do not know much about 

Huawei. So, what we can do is give them a better idea of 

Huawei through media coverage. If they only rely on their 

imagination and don't come to visit Huawei, it will be 

hard for them to understand what Huawei is truly like.

As I said earlier, some US scientists and companies 

know Huawei pretty well. So I think maybe US politicians 

should talk to US scientists and companies more, so that 

they can have a better understanding of Huawei.

Charlie Campbell: You said it doesn't matter for 

Huawei if America doesn't buy Huawei products 

because you are already number one. But for America, 

Huawei's 5G is by far the most advanced in the world. 

Do you think that the American government is doing 

the American people a disservice by not investing in 

Huawei because of the benefits 5G could bring for 

the American economy? I mean, do you think that the 

American government is doing the American people a 

disservice because Huawei has the potential to aid the 

American economy and industry with this 5G?

Ren: I think collaboration for shared success is vital in 
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today's world. Working together to reinforce each other 

will lead to shared success. The US has remained open 

over the last 200-plus years, which is the fundamental 

reason the US has risen from a small country to the 

most powerful nation in the world.

Openness is conducive to economic development, 

and globalization is in the interest of the US. If the US 

government comes up with policies that ban the sale of 

certain things to certain countries, American companies 

will make less money, which will affect the US economy.

Therefore, openness is the best policy for the US, and 

China must learn from the US to become more open to 

the outside world. Otherwise, the Chinese economy will 

not be able to continue developing.

Deng Xiaoping is great primarily because he opened 

China's doors to the outside world – doors that had 

remained closed for roughly 5,000 years. Because of 

him, China has seen initial prosperity after just 40 years' 

efforts.

People of my generation experienced a period when 

China was closed off from the world. The ideal we had 

back then was not to wear fancy clothes. We just wanted 

enough food for ourselves. Things are totally different 

today. We are more than able to feed ourselves, and we 

even have a lot of meat to eat. This is the progress that 
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China has made, and we should take notice.

In addition, China has made substantial political 
progress. For example, 30 to 40 years ago, it was simply 
impossible to have face-to-face interviews like the one 
we are having now. If I ran into you on the street, I 
would immediately turn around and run away because 
talking with you would be a political risk.

Now, we're having this face-to-face interview, and 
I've talked to many other media outlets. Many of them 
are concerned that I may get a phone call from Beijing 
telling me I have said something wrong, but I haven't 
received such calls. That shows the political progress 
that China has made. I think this is progress that people 
should acknowledge.

I believe China and the US must enhance their 
collaboration in order to achieve shared success. China 
is a market of 1.3 billion people, while the US has 
advanced science and technology. If these two come 
together, it will form an engine that can drive the world 
economy forward and take the world out of its current 
difficult situation.

If I had an opportunity to talk to the leadership of the 
Chinese government, my only suggestion to them would 
be that China should become more open.

Charlie Campbell: So the government would take 
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your phone call if you want to contact them?

Ren: Perhaps, but I don't have their phone numbers.

Charlie Campbell: The American government accuses 
Huawei technology of having backdoors which can be 
exploited by the Chinese government. You said before 
that you'd rather disband the company than betray 
your customers. But would you be willing to go to jail 
to challenge the Chinese government if they made a 
demand?

Ren: I have said this in the past, and my position 
remains the same today. If any country identified a 
malicious backdoor in Huawei's devices, our business 
in over 170 countries would be severely impacted, and 
our revenue would decline sharply. By then, all our 
employees would have left Huawei. They could start 
their own businesses with their technical know-how and 
other capabilities. But I would have to stay. I think having 
to repay tens of billions in bank loans on my own would 
be more miserable than death. Comparatively, I think 
going to jail is a better option.

When I first expressed this position, I had not heard 
anything in response from the Chinese government. At 
the Munich Security Conference, Yang Jiechi, a member 
of the Political Bureau of the Communist Party of 
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China (CPC) Central Committee and Director of the 

Office of the Foreign Affairs Commission of the CPC 

Central Committee, made it very clear that the Chinese 

government always requires Chinese firms to abide by 

international rules and the laws and regulations of the 

countriesc where they operate. He also pointed out 

that China has no law requiring companies to install 

"backdoors" or collect foreign intelligence. Premier Li 

Keqiang then further reiterated that position at a press 

conference held after a recent session of the National 

People's Congress. I believe that they, as top government 

leaders, accurately represent China's position. Recently, 

when Premier Li Keqiang visited our booth in the "16+1 

Summit" in Dubrovnik, he repeatedly told us not to 

install backdoors.

Now, Huawei is pushing for the signing of a no-

backdoor and no-spy agreement with multiple 

governments. It is also our suggestion that there 

should be a unified global rule or agreement barring 

all telecom operators and equipment vendors from 

installing backdoors. However, it might take a while for 

the whole world to agree on this. From Huawei's point 

of view, we're ready to push the Chinese government 

to sign a no-backdoor and no-spy agreement with any 

other willing government. In light of this, I'm sure you 

understand why I'm not concerned about going to jail.
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Charlie Campbell: Yet, just last month, Huawei's Chief 

Legal Officer Song Liuping publicly acknowledged 

that Chinese laws may require companies to respond 

to government requests for assistance and help 

against terrorism and criminal activities. If such a 

request was made, would you feel obliged to hand 

over information even if you were not sure of the 

charges or the premises?

Ren: The information would not be coming from 

Huawei. It would come from the networks owned by the 

public security authorities. This has nothing to do with us.

Charlie Campbell: But how do the public security 

authorities have access to Huawei's technology, the 

data?

Ren: They wouldn't access Huawei's systems. They 

would get the data from their public security systems, 

the systems supported by telecom operators. All 

governments of sovereign states have the power of 

governance within their states.

Charlie Campbell: Has the Chinese government ever 

made a request to you for confidential customer 

information?

Ren: No, not even once. The networks are owned by 

10
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telecom operators and the states. Huawei is just an 
equipment provider. We don't have any authority or 
ability to do anything on the networks.

When something goes wrong with network 
equipment and a telecom operator's in-house engineers 
cannot deal with it, they ask Huawei for maintenance. 
However, we can only work on equipment after we have 
obtained approval from the telecom operator. And after 
the work is done, we need to return all of the data to 
the telecom operator.

Charlie Campbell: I understand that the UK 
government is working with Huawei to assess the 
security of Huawei's systems. Huawei handed over all 
source code to the UK government for examination. 
The UK government has not found any backdoors at 
all, but has found some bugs and glitches in Huawei's 
software. Does that concern you?

Ren: I think that technologies are always evolving. We 
are only human. We can never be perfect. Rather, we 
just keep getting better. It's normal for them to find 
areas that we need to improve. We are not saying that 
our equipment is perfect. We are just saying there is no 
malicious issue with our equipment.

12
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Charlie Campbell: You come from a military background. 

How does that influence the way that you run your 

company?

Ren: I was a low-ranking engineer when I was with the 

military. And I had no managerial experience there. I 

started as a technician and was kind of promoted to 

engineer. If I know a thing or two about the military, I 

probably learned from the Internet. I studied West Point 

and biographies of American generals. I would compare 

the differences in the way that American generals and 

former Soviet Union generals managed their militaries, 

and try to take some inspiration and apply what I've 

learned to Huawei.

Because I was in such a low-level position when I was 

in the military and didn't gain much experience there, I 

learned most of what I know about the military from the 

Internet. I'm a person who does not have many hobbies. 

Besides coming to work and revising our corporate 

documents, I do some reading, I surf the Internet, and 

I even spend some time on a video app called Douyin, 

known as TikTok outside China.

Charlie Campbell: No. Oh. TikTok. So, some of Huawei's 

earliest contracts were with the Chinese military and 

the Chinese government. I mean, how important were 

13
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they to the success of Huawei during the early days?

Ren: First of all, we have never relied on contracts with 

the Chinese government or military for our development. 

Our contracts are signed with Chinese telecom operators. 

Those operators are not the government. What's worth 

noting is that in our early days, our equipment was not 

that advanced, so we could only sell it to rural areas. We 

couldn't even manage to make county-wide sales.

Through a dozen years of effort and despite 

tremendous difficulties since our founding, we managed 

to establish a presence in the telecom operator market. 

That's when we started to sell in China's county-level cities.

Charlie Campbell: Today, Huawei is number one in 

the world. I'm just wondering what is Huawei's role 

in the Chinese government's "Made in China 2025" 

strategy?

Ren: Huawei does not play a very big role in China's 

"Made in China 2025" strategy. We are just continuing to 

follow our own path. I think maybe the "Made in China 

2025" initiative has a similar purpose to Germany's 

Industry 4.0 – to expedite the national industrialization 

process. However, there's a big gap between China and 

Germany in terms of industrialization.

15
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In China, a significant portion of industry is still based 
on manual work, so the first step is to move from labor-
intensive manual work to mechanization. The next step 
following that is automation, and then the adoption of 
information technology. Only after all these steps are 
completed can we talk about China being on the same 
track as Industry 4.0.

Currently, a lot of our industry is still not automated. 
"Made in China 2025" is just giving Chinese companies 
a new direction. Most of our equipment used in our 
production lines is from Germany and Japan. Our software 
is from Siemens, Bosch, and Dassault. Many master's and 
doctorate degree holders are working on our production 
lines, operating them, doing research, and improving 
the way our production lines work. We have basically 
achieved semi-AI-empowerment on our production lines.

Charlie Campbell: But it seems that the Chinese 
government seems to treat Huawei with great 
importance. And after your daughter Meng Wanzhou 
was arrested, about a dozen of Canadians were 
arrested in response, while China also banned 
Canadian imports of canola. This can be seen as a 
cooling of the relationship between the countries. Can 
you see why, from the outside, it might seem that the 
Chinese government and Huawei are closely linked?

16



349

Ren Zhengfei's Interview with Time

Ren: I don't know why people have this association or 

what it means. What I do know is that Meng Wanzhou 

has not committed any crime in Canada or the US. 

Arresting Wanzhou isn't the right move. However, I 

think it is right for the Chinese government to provide 

consular protection to its citizen. She is an executive of a 

large company and was arrested for no reason.

Charlie Campbell: But don't you think that it is 

counterproductive for Huawei, because of the image 

it sets out, if people are extra-judicially detained, in 

response?

Ren: I don't know the specifics of the cases you 

mentioned. I only know what's going on with Huawei. I 

don't think I am able to explain.

The US is the most advanced nation when it comes 

to science and technology. The country has enjoyed 

absolute leadership over the last several decades in this 

area. And in the next several decades to come, the US 

will continue to enjoy relative leadership. I think the US 

should be more confident in the fact that Huawei is 

like a small rabbit, without the capacity to disrupt any 

industry. Therefore, they should be friendlier to Huawei 

and treat us fairly.

Since I was young, I have been a fan of the United 

States. Here today, I remain a fan of the United States. 
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If you carefully read through the corporate documents 
I have issued over the last several decades, you will 
find that they are full of American spirit. I think some 
US politicians may be wrong if they are trying to 
find leverage. The way Huawei has grown in China 
– a socialist country – is more to do with what I call 
"employee capitalism", because we distribute our capital 
to our employees. So we're kind of like a lubricant that 
facilitates the integration of different things and reduces 
confrontation. Why is this lubricant now becoming a 
target of the US?

Charlie Campbell: Do you consider yourself a 
socialist?

Ren: Let's not look at socialism and capitalism as purely 
political systems. To me, socialism and capitalism are 
just wealth distribution systems. Socialism is about 
distributing wealth based on how much labor one put in 
and their contributions. Those who contribute more will 
get more. Capitalism is about distributing wealth based 
on the size of your investment.

For example, if we were dockhands and I could only 
carry one bag while you could carry three, then your 
income should be three times of mine. There would be 
a 200% gap. But, in capitalism, if you invested 10 billion 
dollars while I invested 500,000 dollars, and our profit 
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margin was both 10%, then you would earn 1 billion 
dollars and I'll only earn 50,000 dollars. This gap exists 
because capital has no life and can grow exponentially. 
That's how the income gap has widened.

At Huawei, we believe that those who contribute 
more should get paid more. We have a hierarchical 
distribution curve. I believe that income disparity 
shouldn't be too significant. That's why Deng Xiaoping 
proposed that China develop a socialist market economy. 
Socialism emphasizes equity, while market economies 
allow for differences. Top contributors deserve to 
be rewarded more, but disparity should not be too 
significant as I just said. There should be a balance. Why 
didn't socialism work in the past? The answer is because 
many people understood equity as egalitarianism.

Deng Xiaoping also proposed that China had only 
achieved the initial stage of socialism. What did he mean 
by the initial stage? He meant that we acknowledged 
the existence of income disparity. Deng was also famous 
for saying, "Let some people get rich first and they need 
to help those who are left behind get rich as well."

Deng's theory is actually somewhat similar to 
Protestantism, don't you think? Catholicism was always 
focused on communal obligation, but Martin Luther's 
reform allowed individuals to stand on their own, 
leading to 500 years of prosperity in the West.
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Charlie Campbell: The Chinese government recently 
gave you an award to remark the 40 Years of 
Opening and Reform, and I believe you turned it 
down. Can you let us know why?

Ren: Do you think becoming famous means anything to 
me? Do you think I'm the kind of person who wants to 
be famous? I'm a person dedicated to my work. If I had 
accepted the award, I would have had to attend a lot of 
events, socializing with different people outside Huawei. 
And I would have been given honors by governments at 
all levels. Then I would have no time to revise corporate 
documents. I would rather focus on how to turn Huawei 
into a better company. That's a more practical thing for 
me to do. What's wrong with letting someone else have 
the glory?

I'm a person who doesn't care so much about 
the past. I have won some honorary titles, but I have 
lost almost all of them. I haven't even kept a single 
memento. I just keep pressing forward. I don't want to 
stop and accept an award. If I were the kind of person 
that liked to accept awards, I would have accepted a lot. 
If I had a lot of medals to show off, would that mean I'm 
a capable person? Would that mean I could make better 
5G technologies?

Charlie Campbell: Are you a member of the 
Communist Party?
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Ren: Yes, I am.

Charlie Campbell: Do you think it's strange because 
you try to distance yourself from the government a 
lot. And you say that you turned down these awards 
and you want to concentrate on the company. So why 
are you a member of the Communist Party?

Ren: Being a Party member does not mean you have 
to accept those awards. As long as you have faith and 
attend some learning sessions, you can become a Party 
member. If being a Party member meant you had to 
accept some medals, how much metal would China 
need to produce enough medals for all the 80 million 
Party members?

Charlie Campbell: Do you not see that other 
countries or customers abroad might feel concerned 
that you have split loyalties to the party and also 
to your company?

Ren: I do have a sense of loyalty, but it is to my 
customers. As for the Communist Party of China, their 
loyalty is to the Chinese people. But again, my loyalty is 
to my customers. I don't think there is a conflict.

Charlie Campbell: Your campus here is really 
magnificent. There are all kinds of architectural styles. 
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Did you plan all of this? Where does the impetus and 
inspiration for Huawei's amazing campus come from?

Ren: We run an international open tender process 
for construction projects. Architects from around the 
world participate in the bidding process. Our Capital 
Construction Department reviews those tenders and 
selects a winner.

For example, the architect for our Songshan Lake 
campus is a Japanese man named Takashi Okamoto. He 
got his Bachelor's, Master's, and PhD degrees in the US, 
yet he does not speak English. But he's a genius. He's 
great at drawing, and he won the bid for the Songshan 
Lake project. That's how the campus came to look like 
what it is today.

Charlie Campbell: The Japanese was educated in 
America but made a campus recalling Europe. That 
is very interesting.

Ren: Yes, indeed. I think he is here at Songshan Lake 
today. If you want to talk with him, I can arrange for 
that. You guys can talk and have a dinner together.

Charlie Campbell: That's very kind. Thank you.

Charlie Campbell: At the moment, America has a 
President who says quite aggressive things about 21
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China, accuses China of stealing American jobs 

and this kind of thing. What is your opinion about 

President Trump?

Ren: I think that by saying these things, President Trump 

is reminding the Chinese government that China needs 

to really deal with their own things. Otherwise, it might 

end up being defeated by others. We need to pay 

attention to our own development.

Charlie Campbell: It sounds like you're siding with 

President Trump over the Chinese government.

Ren: President Trump is pushing us to change. Isn't that 

good?

Charlie Campbell: At the moment, there seems 

to be a split between America and Australia and 

Japan which don't allow Huawei technology and 

most countries who still allow Huawei technology. 

Do you fear that, with 5G, technologies across the 

world might be split, bifurcated, and then there'll 

be two separate systems which might have trouble 

communicating and dealing with each other?

Ren: I think we have seen many twists and turns 

throughout human history. Look at the old rail system. 

We used to have wide tracks, standard tracks, and 
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narrow tracks. That significantly added to the challenges 

and difficulties for world trade. But, even if trains 

moved slowly, the impact on world trade was not 

that significant. And historically, we also had different 

standards for communications equipment. Even up to 

4G, we are still using three different types of standards. 

That adds to the costs of telecom operators and also 

consumers. That's why we're seeing a greater desire 

across the world to have unified standards. They bring 

down cost, speed up connectivity, and provide better 

services to people around the world. We already have 

unified standards for 5G. This is not something as simple 

as politicians drawing a line through the middle and 

saying we have two different versions. If that's the case, I 

think the end result would be much higher costs.

Our current unified 5G standards are the result of 

10 years of hard work from hundreds of thousands of 

scientists and engineers around the world. Because of this, 

I don't think these standards will be reversed so easily.

Charlie Campbell: You said earlier that you think the 

impact of 5G has been overblown. Given how much 

money and energy Huawei has invested in 5G, that 

seems a bit of a strange statement.

Ren: You know, we have too much money. If we don't 
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invest in the future, we could only distribute it to our 

employees. Then they will become overweight. In that 

case, how can they move fast? So we choose to invest 

in the future. If we priced our equipment too low, 

that would destroy society. It would cause disasters to 

Westernw companies. If we price our products relatively 

high, we leave space for other companies to survive. 

Once we make high profits, maybe higher than what 

we need, we take some to support university professors 

and scientists in better exploring the future. As we work 

with universities, we adopt principles similar to how 

investment works according to the US's Bayh-Dole Act.  
That means we provide funds, but the research findings 

belong to the professors, not Huawei.

Charlie Campbell: You mentioned you liked TikTok 

before. I was wondering how transformative you 

think artificial intelligence will be in the telecom 

industry and for society in general?

Ren: I think AI is going to play an extremely important 

role, not only in the telecom industry, but in society as a 

whole. Production will become highly intelligent, which 

could substantially increase productivity. For example, if 

tractors were powered by AI, they could work 24/7. AI 

can work even in harsh or tough environments.
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AI will also greatly enrich the material and mental 

wealth of humanity. Therefore, I think all countries must 

take AI very seriously. Right now, the US is in the leading 

position in the AI domain.

Charlie Campbell: A lot of people worry that, you 

know, AI will come along and take human jobs and 

therefore it will cause social and political unrest. Do 

you have any of those fears?

Ren: I think this is just the imagination of sociologists, 

politicians, or writers who don't know that much about 

AI. Scientists strive to use AI to improve productivity, 

optimize the way people work, and enrich the material 

and mental wealth of humanity.

I don't know whether you have toured our production 

lines. There are not many people working there, but I 

would say that they are only partially powered by AI. 

In the future, efficiency will be significantly higher. We 

would only need five or six people to run one production 

line.

Western countries face some social problems, 

including high salaries, high social welfare, and union 

strikes, which have caused some setbacks in the West 

regarding industrialization over the past 20 to 30 years. 

Some industries have even been relocated to countries 

where workers are not so overprotected.
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Future production models will require fewer people 
than we do today. I think the West will once again be 
able to fully utilize its strengths. If an AI-powered robot 
can do the work of 10 people, then the US will develop 
into an even greater industrial power, with a workforce 
equivalent to 3 billion people.

Charlie Campbell: So how do you foresee the society 
of the future in 50 or 100 years' time, people will not 
be working in industrialized manufacturing anymore 
and it will just be AI? How do you foresee the future?

Ren: Some people will continue to work, and those 
people will be extremely highly paid. Other people can 
live happily without having to go to work. Therefore, if 
people want to work in the future, they have to study 
hard and keep pace with the times. I think that would be 
better for society.

Charlie Campbell: Would we have to reform the tax 
system to provide those people that couldn't find 
work or didn't want to work?

Ren: Changing tax law is the job of the government. I 
don't know how. The Chinese government takes Huawei 
seriously because we pay nearly 20 billion US dollars in 
taxes around the world every year. Tax payment used to 
be in the charge of Meng Wanzhou. The US authorities 
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might have thought that we wouldn't be able to pay 

our taxes without her. But that is not the case. We are 

a company that runs according to rules and processes. 

Even though she is not here, our company is still running 

quite well.

Charlie Campbell: That's probably why you're 

allowed to say what you want and you don't get a 

phone call from Beijing?

Ren: Nothing I say is false! Why would they give me a 

phone call? Do you think anything I've said so far was 

not true?

Charlie Campbell: No, certainly not.

Charlie Campbell: There was one Huawei employee 

arrested in Poland and charged with spying. I was 

just wondering what your response is to these 

allegations.

Ren: It is our corporate policy that all of our employees 

must not violate local laws and regulations. If they do, 

we will not go easy on them. 

Charlie Campbell: So, you admit that this employee 

was doing something untoward on behalf of another 

power?
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Ren: We don't know what that person did. But we are 
supportive of what the government of Poland has done 
since it is their legitimate right.

We work to ensure compliance, both internally and 
externally. Internally, we have put effective oversight 
in place. We are also ready to be subject to external 
oversight.

We absolutely cannot allow our employees to do 
whatever they want. If we allowed that, Huawei would 
have fallen apart long ago.
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Arjun Kharpal: Mr. Ren, you started Huawei over 

30 years ago with 5,000 US dollars. What were you 

thinking at the time and what were your expectations 

for the company?

Ren: When I had just started Huawei, we still did not 

understand China's reform and opening-up policy. The 

country wanted to reform and open its doors. However, 

most of us didn't really understand how important this 

decision made by the CPC's Central Committee was.

The Central Committee had also been disbanding 

parts of the Chinese military because it was so large. 

Most of us also didn't understand that move. Some top 

military officers didn't understand it, either. They had 

thought that disbanding was to weed out unnecessary 

troops and strengthen the remaining units. The 

engineering troop I was in was among one of the first 

troops to be disbanded. The railway and engineering 

corps were let go along with us. This was because we 

were never intended to engage in military operations. 

After we were discharged, we were assigned to different 

places across China.

At the time, the market economy was beginning to 

take shape in China, at least in coastal cities. These cities 

were moving away from the previous planned economy.

I felt very uncomfortable with the transition from 
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the military to Shenzhen which was at forefront of the 

reform and opening-up. I couldn't really get what the 

market economy was about, so I ended up making 

a mistake while working for a state-owned company 

which got me let go. Where was I supposed to go from 

there? I had no idea.

I had a vague feeling at the time though, that the 

communications industry was about to explode and so 

I started looking for opportunities in this market with 

tremendous potential. We just wanted to produce some 

small things that could easily be sold. We did not know 

that communications is about an end-to-end network 

that aims to connect the whole world. So our products 

needed to be standardized. Otherwise, we wouldn't be 

able to sell our equipment. We chose a tough road. The 

industry had high requirements. Our company was very 

small then and almost had no capital or technology. It 

was hard times.

I majored in architecture back in school, but I studied 

electronics technology myself. It was analog technology, 

that is, analog automatic control. The major form of 

analog control was a proportional-integral-derivative 

control. By the time I left the military, 186, 286, and 386 

had dominated the computer world. I could not keep 

up with the times. But I still had to find a job to feed my 

family. I was naive and took it for granted that I could 
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earn money playing with this huge industry. I hadn't 
realized that the communications industry was so cruel.

However, there was no way back. I raised a total of 
over 20,000 RMB to pay the variety of fees needed to 
start a company. By the time I got my business license, I 
didn't have a single penny left. There was no chance for 
us to step back and start another business. So we gritted 
our teeth and pushed ahead.

Arjun Kharpal: You were in the People's Liberation 
Army. You survived some hardships like famine. What 
did you learn at the time that helped you start Huawei 
and guide your philosophy?

Ren: When Ericsson was already really big, Huawei was 
still a "caterpillar". Twenty years ago, the then CEO of 
Ericsson asked me where I got the courage to enter the 
communications industry despite its high entry barriers. 
I told him that I didn't actually know that the barriers 
were so high, and once we had entered the industry, 
there was no turning back.

I lived through the great famine that hit China, 
and the economic recovery that followed. I also 
participated in a large project that brought equipment 
in from France. These experiences taught me to endure 
hardships. Because I had faced too many hardships, 
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I wasn't troubled at all by the hardships we faced in 

the early days of Huawei. When I was young, I had no 

ideals. Wearing nice clothes or seeking education in a 

better university was not what I wanted. I only wanted 

to keep my belly full. That's my only ideal.

After I joined the army, I was tasked to establish a 

chemical fiber factory in Liaoyang, a city in the northeast 

of China. The factory's equipment was from France, and 

at the time, it was some of the world's most advanced 

equipment with a high level of automated controls.

Back then, it would reach minus 20-something 

degrees Celsius in the winter. We were living in an 

adobe house that only provided us a little shelter from 

the wind. Every night, we took turns fueling the stove, 

because if it went out, we would have frozen. During the 

day, we were building a highly modernized factory. The 

contrasts were stark.

For me, it was an exciting experience. Back then, 

China was still going through the Cultural Revolution. 

The country paid little attention to technology and 

knowledge, but we were working on a project that 

required technology and knowledge. Living in such 

extremely harsh conditions and working on such a 

highly modernized project was really a good experience 

for me.
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Back then, we couldn't test instruments from 
foreign countries. China also couldn't buy some testing 
instruments, so I invented one. Today, the instrument 
I made may not be an innovative technology, but at 
that time, it was a small but good invention. At that 
time, China was just beginning with its reform and 
open-up policy, and was paying more attention to 
technology, talent, and knowledge. I happened to 
have this invention, and the value of my invention was 
exaggerated by the country, which led to a promotion 
for me. Before I was able to settle into this new position 
though, China disbanded many of its military forces and 
everyone had to go find another job. As a result, I went 
back to where I started and jumped into the market 
economy.

Arjun Kharpal: You mentioned the Ericsson CEO at 
the time said it was a bold move to jump into this 
space. Huawei is now the world's largest telecoms 
equipment maker. What have been the driving forces 
behind that?

Ren: When I was a kid, I didn't have many hobbies 
mainly because my family was poor. I liked reading 
books, doing homework, and solving math equations 
on scrap newspaper. During China's Cultural Revolution, 
I designed a small instrument using my math skills, and 
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actually received recognition from the government for 

this device. Small projects like this ignited my passion for 

scientific research.

When we first entered the telecom industry, we 

started by reselling products from another company. 

We earned a bit of money this way. Later, that company 

stopped working with us. Drawing on this experience, we 

developed our own 40-line switch for rural markets that 

could support at most 40 users. This switch was used 

by hotels and small organizations. In our early days, we 

relied on only two multi-meters and one oscilloscope to 

develop the product. That's how we started out.

After I was discharged from the army, I ran into a 

big trouble at work. I didn't understand the market 

economy, and was even cheated once. Later, after I 

founded Huawei, I still had to pay off the debts I had 

from the company I had previously worked for. I had no 

money to hire a lawyer to defend me on the court, so 

I ended up reading a lot of books on law and learned 

that the market was about two things: the product 

and the customer. The law governs what's in between 

– the transaction. We obviously couldn't control our 

customers, so we had to get hold of the products. We 

also had to understand the law. By studying law on my 

own, I realized that only a focused approach to scientific 

research could lead to new products.
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Arjun Kharpal: I want to talk a bit about your 

management style. You often use military imagery and 

images of battles in your speeches and communications 

with the employees at the company. Is this a battle for 

you?

Ren: I often talk about staying focused. Tanks can 

cross a soft swamp, but needles can pierce hard things 

through. We have limited resources and technologies. 

Everything is limited. If we spread things too thin, there 

is no way we will be successful. So instead, we choose to 

narrow our focus, like a needle point, on a specific area 

where we can make breakthroughs. We just focus on a 

single point. At first, we had several hundred employees 

focus on this point, then we had several thousand, tens 

of thousands, and now we have hundreds of thousands. 

We always focus all of our energy on this same single 

point. Every year we invest 15 to 20 billion US dollars in 

R&D.

At Huawei, we often talk about the term of "Van 

Fleet Load", which was invented by a general of the US 

army. We invest heavily in our focus area. At first, this 

focus approach let us start pulling ahead of our Western 

peers in a given area. And then, once we had established 

some market presence, we began to build up capital. 

But our strategy of focused investment never changed 

as our capital grew. We remained focused on this same 

04



370

Ren Zhengfei's Interview with CNBC

single point. Gradually, we have become a leader in this 

narrow, focused area.

Western companies are no different. Microsoft 

focuses on Windows and its Office Suite. Intel only 

makes chipsets. Both Amazon and Google have their 

own focus areas. Unlike Chinese companies that set up 

many businesses but most cannot be called successful, 

US companies know how to narrow their focus and 

then charge forward. We are actually learning from US 

companies.

Why do I like to use military terms? Because they 

are simple and easy to understand. When I can't find a 

better term to easily describe how business works, I use 

military terms.

Arjun Kharpal: Do you feel that your military-style 

speeches empower the employees here? Or do you 

feel sometimes they are intimidated by that style of 

leadership?

Ren: There are perhaps some employees who have 

been intimidated by my military-style speeches, because 

about 160,000 employees have left Huawei over our 

history. But there are still more than 180,000 employees 

working at Huawei.
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In total, 300,000 to 400,000 people have joined 
Huawei. Why do Huawei employees today accept these 
things? Because we want to grow our harvest and 
produce actual results. Otherwise, how can we make 
ends meet? If we couldn't make ends meet, we wouldn't 
be able to survive. Our employees are used to the way I 
speak. So I don't think they are intimidated.

Arjun Kharpal: I want to move onto some of the 
criticisms of your company, some of the allegations 
towards Huawei. One of the accusations that critics 
have said towards Huawei over the years is that you 
have been stealing intellectual property in order to 
grow. That's an accusation that continues to hang over 
the company. What is your response to that?

Ren: Huawei always respects intellectual property rights. 
We have signed patent cross-licensing agreements with 
many companies.

We invest heavily in research every year. For example, 
we employ more than 700 mathematicians, 800 
physicists, and 120 chemists. Around 15,000 Huawei 
employees are dedicated solely to basic research. Their 
job is to turn money into knowledge. We invest 3 to 5 
billion US dollars in this area every year.

Our annual R&D investment is around 15 billion US 
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dollars. We have more than 60,000 R&D employees 

who are turning knowledge into products and then into 

money. We have really invested a lot in this process. 

We are already a world-leading company. That is not 

something you can achieve by stealing from others.

Within our 20-billion-dollar annual R&D budget, we set 

aside 3.4 billion US dollars for strategic investment. A part 

of this strategic investment is used to sponsor the research 

of university professors in a way similar to how investment 

works according to the US's Bayh-Dole Act.  Under this 

act, the US government provides funding to university 

researchers, but any achievements they make belong to 

the universities, not the US government. Similarly, when 

we sponsor universities, any discoveries will belong to the 

universities, not Huawei. If we want to own the results 

of this research, we can buy it from the universities. We 

won't just claim them because of our sponsorships. This is 

how our technology remains ahead of others.

Of course, US companies are also sponsoring 

universities around the world. Companies like Google 

have done an excellent job doing this. When hiring 

talent, they sometimes pay six times a position's 

expected salary in order to win the top talent they want. 

I think Huawei is still a little conservative in this regard. 

In the future, we may also pay five or six times average 

salaries to win over the world's outstanding talent.
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We are creating our own IPR. We are also pushing 

the Chinese government to increasingly respect IPR and 

strengthen its legal system for IPR protection. I myself 

have done a lot in this regard.

Some IPR lawsuits filed against Huawei are due to 

policy violations by individual employees. These are only 

the actions of individuals, and we will certainly hold 

these employees accountable.

Arjun Kharpal: I want to also address some of other 

criticisms towards your company. Some governments 

have criticized the relationship between Huawei 

and the Chinese government. There have also been 

questions about your past as a communist party 

member and what that means for Huawei. And also, 

some countries have also said that Huawei could be a 

risk because it could work for the Chinese government 

and carry out espionage on behalf of Beijing. How 

do you respond to some of these very, very strong 

criticisms from governments around the world?

Ren: Huawei is based in China. So firstly, we must abide 

by Chinese laws and regulations. Secondly, we need to 

pay taxes to the Chinese government. Our relationship 

with the Chinese government is primarily defined by 

these two points. Our subsidiaries in other countries 
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also have this relationship with local governments. They 

also need to follow local laws and regulations and pay 

local taxes. If we didn't pay taxes or follow the laws and 

regulations in the over 170 countries where we operate, 

we wouldn't have survived in those countries.

Our financial statements are audited by KPMG, which 

can clearly show whether or not we are supported by 

the Chinese government. KPMG wouldn't hide anything 

for us. We have become what we are today with our 

own strength.

Arjun Kharpal: You mentioned you abide by the 

local laws here in China. But there are critics 

who point to certain national intelligence laws 

in China that compel Chinese companies to help 

the government with national intelligence work 

if they're asked. If the Chinese government or any 

other government asks you to hand over data, how 

would you react?

Ren: First, Mr. Yang Jiechi, a member of the Political 

Bureau of the Communist Party of China (CPC) Central 

Committee and Director of the Office of the Foreign 

Affairs Commission of the CPC Central Committee, 

made a statement at the Munich Security Conference 

that the Chinese government always requires Chinese 
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firms to abide by international rules and the laws and 
regulations of the countries where they operate, and 
that China has no law requiring companies to install 
backdoors or collect foreign intelligence.

Second, Premier Li Keqiang reiterated this point at 
a press conference following a recent session of the 
National People's Congress.

On April 12, at the "16+1 Summit" in Croatia, Premier 
Li repeatedly told all our employees not to install 
backdoors on networks. This represents Chinese state 
leaders' position on backdoors, so it is impossible for us 
to install backdoors on our equipment.

Even if we were ordered to, Huawei would still not 
install backdoors. If a single backdoor was found in 
even one of the 170 countries where we operate, our 
sales would shrink in all of them. Then a large number 
of our employees would resign, but I cannot leave. I 
would have to repay tens of billions of dollars in debts. 
If I could not pay, I would be hounded by creditors every 
day. How can I live a life like that? So we would never 
follow anyone's instructions to install backdoors. It will 
never happen.

Arjun Kharpal: But if the government said, "it's a 
national security emergency, and you have to do it", 09
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what would your reaction be? To stand down from 

the company?

Ren: Definitely. I won't give in just because they ask.

Arjun Kharpal: What guarantees can you give to 

customers that their data is safe?

Ren: We have worked closely with our customers for 30 

years. This proves our products are secure. In the future, 

we will never do anything that harms customer interests 

and our products will remain secure.

Networks belong to our customers, not us. We just 

provide the equipment used to build these networks. 

We don't own customers' information. So it would be 

impossible for us to provide security assurance all on our 

own.

Arjun Kharpal: Mr. Ren, you talk a lot about the 

distance between Huawei and the Chinese government. 

But what we've seen publicly is senior officials in the 

government talking at times on Huawei's behalf. 

Is that useful to the company, or do you find that a 

distraction?

Ren: First, it's understandable that government leaders 
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would take pride in the great companies of their country.

Second, Huawei is being stuck in an extremely 
difficult situation – the US is launching intense attacks 
against us. If the US government speaks ill of Huawei, 
why couldn't the Chinese government speak in our 
favor? That creates a kind of balance. In the past, no 
one spoke up for us.

Right now, the support of the Chinese government 
may not necessarily help our sales, but when the US 
government criticizes us, it tells the world how great 
Huawei is. Over the past century, which countries and 
companies have made the US scared? The US hasn't 
been scared of anyone or anything though. For such a 
powerful country to be scared of a small company like 
us, some other countries are saying, "Are your products 
really that good? If even the US government is scared, 
we don't need to test your products. We'll buy them 
directly." That's why some deep-pocketed countries with 
rich oil reserves are buying from us. They are buying our 
products in large quantities as the US government is 
advertising for us.

The US government is actually advertising for us in 
a good way. Some US politicians are criticizing Huawei 
everywhere they go. These great people are going to 
great lengths to find fault with a little rabbit or mouse 
like us. This shows that the little rabbit or mouse must 
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have something great to offer.

Arjun Kharpal: So would you say the US is scared of 
Huawei?

Ren: If they aren't scared of us, why are they advertising 
for us everywhere they go?

Arjun Kharpal: Let's talk a little bit about the US for 
a moment. I want to use a case analogy here. Do you 
see that Huawei is a pawn in the broader US-China 
trade war that's going on at the moment?

Ren: First, I don't know what the US is after and 
have no idea how they are going to resolve the trade 
disputes. But I don't think Huawei can help solve the 
disputes between the US and China. If we get caught in 
the middle, we will be crushed like a watermelon when 
these two powers clash. We don't have much influence 
over China-US trade relations.

Second, we don't really sell in the US market, so 
we will not be affected by a sales ban. We will not be 
affected by increased tariffs, either. As I said, this is 
because we have no real presence in the US market.

If the US thinks we can be used as a pawn, I'd say 
they probably have the wrong person. We cannot help 
solve the China-US trade disputes, because we don't 
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really sell in the US and have no influence on China-US 
relations.

As far as I know, Huawei has never been mentioned 
in any of the China-US talks or in any official news 
releases. Neither side has mentioned Huawei, which 
means Huawei does not actually carry much weight. We 
are not that important in the bilateral relations between 
the two countries. We will need to sort out our problems 
with the US by ourselves.

Arjun Kharpal: But the US has put intense pressure on 
some of its allies in Europe, for example, Germany and 
the UK, to block Huawei from 5G networks. There's 
a lot of disagreement, of course, on what the right 
course of action is in Europe. Do you still feel Europe 
is open to Huawei, or could one country blocking 
Huawei mean that the whole union stops Huawei 
from participating in 5G?

Ren: First, I think our customers already know Huawei 
pretty well since we have worked with them for nearly 
30 years.

Second, customers have the right to make their own 
choices. They don't choose certain goods just because 
a politician says so. So I don't think there will be a 
significant impact on Huawei's business.
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In Europe, we will face some difficulties in the short 
term, but there will be no impact on our business. I can 
share some numbers with you. Sales of our consumer 
business increased by more than 70% in the first quarter 
of the year. Sales of our network equipment enjoyed a 
15% increase in Q1 of this year. These figures show that 
we are still growing, not declining. So this won't impact 
us too much.

European countries want to think over all their 
options a bit. I think it's the right thing for them to do. 
Germany proposed the establishment of a unified global 
convention that would bar all equipment vendors from 
installing backdoors, and require them to sign a no-spy 
agreement. We firmly support this. We endorse unified 
global standards that make installing backdoors a crime.

When we were negotiating with the German 
government about such an agreement, we didn't know 
top officials from the Chinese government were also 
discussing the same thing. We began this negotiation 
because we think it's the right thing to do.

No backdoors. This message has been reiterated 
by many senior officials of the Chinese government, 
including Yang Jiechi, who stated his position at the 
Munich Security Conference, and Premier Li Keqiang, 
who made similar statement at a press conference 
shortly after a recent session of the National People's 
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Congress. When attending a summit in Croatia, 

Premier Li also told our employees not to install 

backdoors. So we believe our engagement with the 

German government will be endorsed by the Chinese 

government. We are also willing to push the Chinese 

government to sign a cyber security agreement with the 

German government. We will comply with European 

cyber security standards and the GDPR.

Over the next five years, we will invest more than 100 

billion US dollars in R&D to restructure our networks. In 

particular, we will build the simplest networks, ensure 

cyber security, and protect user privacy. We will also 

increase our sales revenue, which is now more than 100 

billion US dollars, to around 250 billion US dollars. We 

are going to make this happen.

Will Europe understand us when they see how much 

effort we are putting into this? If they do, they will buy 

some of our products. If they don't, they might not 

buy our products. If that happens, we will just sell our 

products to other countries that do accept us. We can 

scale down a little bit.

Arjun Kharpal: Would you support similar ideas 

about no-spy agreements in other countries, 

including the US? Is that the right way forward?
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Ren: I can't speak for other countries or companies; 

I have no authority over them, but we support this 

agreement proposed by the German government, and 

will definitely be one of the first to observe it.

Arjun Kharpal: I want to switch topic a little bit to 

talk about your daughter, Meng Wanzhou. She's, of 

course, facing extradition to the U.S. How did you 

feel after her arrest in December?

Ren: I think the most essential factors to judge guilt are 

facts and evidence. Facts and evidence should be made 

public and transparent in the courts, which are the basis 

for fair and just judgment. This is fundamental to solving 

problems.

I believe they may not have the evidence or the facts 

to prove her guilt. Huawei has kept a low profile, ever 

since it was founded. Nothing we've achieved would 

give us the right to neglect any laws or overlook the 

technologies of any country. If we didn't abide by those 

laws and regulations, we wouldn't survive even a day.

This case is undergoing legal procedures, and we 

believe it will be solved in court. The US and Canadian 

legal systems are open, transparent, just, and fair. We 

will wait for the court to make its judgment.
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Arjun Kharpal: But what was the personal effect of 
her arrest on you as a father?

Ren: I think my children have grown up without 
experiencing much hardship. Struggling a bit can be 
good for them. Cuts and bruises toughen her up, and 
even since ancient times, heroes were born of hardship. I 
think this challenge will be good for my daughter. These 
difficulties will make her stronger and prepare her for 
even greater things ahead.

Arjun Kharpal: Have you spoken to her recently? If so, 
what did she say to you? What did she speak about?

Ren: We have calls quite often, talking about family. We 
don't talk about anything else, because we know that 
our communication is being monitored. What else can 
we talk about? Nothing but life.

Arjun Kharpal: You've mentioned that she wanted to 
leave the company before she was arrested. What's 
next for Meng Wanzhou in her life, in her career?

Ren: I don't know. I had thought that this was an Internet 
rumor initially, so I said that without much thought. I was 
later told that she sent me a letter, where she mentioned 
that she wanted to leave the company. After all these 
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upheavals, she has changed her mind and doesn't want 
to leave. She has understood the difficulties that the 
company is facing and wants to help us see this through.

During World War II, there was a famous Il-2 aircraft 
that kept flying after being riddled with bullets from 
both other planes and anti-air defenses. Meng is now 
in a similar situation. She will be a hero if she makes it 
back to us. I think that is how this story is likely to end.

Arjun Kharpal: So that's a metaphor for your daughter? 
So you said she doesn't want to leave anymore. So 
what is her role at this company if she is eventually 
released?

Ren: She will continue to do what she has been doing.

Arjun Kharpal: I want to go back a little bit to 
talk about the US-China trade war because Meng 
Wanzhou was arrested in Canada on behalf of the 
US authorities. Do you think she's a hostage in this 
broader US-China trade battle?

Ren: Maybe.

Arjun Kharpal: You said Huawei should not be used 
as leverage between the US and China, and Donald 
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Trump, President of the United States, said that he 
could intervene in the Meng Wanzhou case as part of 
a bigger trade deal between the US and China. Is that 
something you would welcome?

Ren: I don't know. President Trump hasn't shared his 
thoughts with me.

Arjun Kharpal: Have you tried to reach out to the 
president to speak to him about it?

Ren: I don't have his phone number.

Arjun Kharpal: If you say that Meng Wanzhou is 
maybe a hostage in this US-China trade battle, does 
that mean some of the allegations, from a legal 
point of view, you don't believe in?

Ren: Regarding the allegations against Meng Wanzhou 
and Huawei, the US Department of Justice has sued 
Huawei, and Huawei has pleaded not guilty in the court. 
We also sued the US government in Dallas. The US 
government must present evidence to substantiate their 
charges against Huawei as this lawsuit proceeds.

So we will leave these issues up to the courts. The 
negotiations between China and the US have nothing 
to do with Huawei. Huawei was not mentioned in any 
of the negotiation meeting minutes published by the 
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US and China. Therefore, we will count on the law to 

address these issues. We believe US laws are open, 

transparent, fair, and just.

Arjun Kharpal: Mr. Ren, you said you haven't 

spoken to Mr. Trump, but what do you think of his 

leadership style and his tactics?

Ren: I would like to comment on President Trump 

without considering his administration's treatment of 

Huawei. I would like to express my own opinions instead 

of as a Huawei representative.

I would say he is a great president. He is the first 

president of a democracy to reduce taxes significantly 

within such a short period of time. His tax cuts are 

helping revitalize enterprises. Enterprises can now 

transfer their funds in other countries back to the US 

because of a low tax rate of 12%. This helps the US 

greatly improve their national reserve. Many companies' 

financial statements last year weren't great because they 

needed to pay income tax arrears. But this year, once 

the slate is wiped clean, the financial statements they 

will release in July will be much healthier. The US stock 

market may witness a significant rise this July. Investor 

and consumer confidence will increase, and the US 

economy may take a turn for the better. This is thanks 
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to Trump. That's why I said he is a great president.

But he also has his own shortcomings. If President 

Trump continues intimidating other countries and 

companies, and keeps randomly detaining people, who 

would risk investing in the US? If no one dares to invest 

in the US, then how can they make up for lost tax 

revenue? The government would find it hard to address 

its deficit. When he reduces taxes, he must be hoping 

to attract more investment. But if investors are scared 

that they won't get their money back, they won't dare to 

invest in the US.

Let's look at an example. If the US opens its telecom 

industry and its operators say they are going to 

purchase tens of billions of dollars in equipment from 

us, I wouldn't believe it and wouldn't be willing to make 

billions of investments. I would be afraid that they would 

pull out suddenly and stop doing business with us. In 

that case, our tens of billions of dollars would be stuck in 

the US. That is not what I want to see. After he reduced 

taxes, he should have been friendlier to other countries 

and try to convince everyone that the US is a great place 

to invest. If everyone went to invest in the US, the US 

economy would grow dramatically. The US doesn't need 

to conquer the world through violence. They have great 

technologies, skilled labor, and economic strength. Any 

one of these things could help them conquer the world. 
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They don't need a warship to conquer the world. The 

cost of using a warship is high. If they attack a country, 

that country will fight back. If a country is poor and 

they have nothing to lose, they aren't afraid of being 

attacked. But the US is in a different situation. It's a 

wealthy country, so it has a lot to lose.

So I think Trump is a great president, but he didn't 

consider all the angles when it came to attracting 

foreign investment. I said this as an outsider without 

considering his treatment of Huawei.

Arjun Kharpal: In terms of the way he's negotiated 

with China, some people would say that actually he's 

managed to get concessions for the US. Does China 

feel under pressure from President Trump's tactics in 

the negotiations?

Ren: I am not a government official, so I don't know 

what the governments have talked about. I only care 

about the growth of my company. I don't know what 

the government officials have said, what concessions 

they have made, or what opportunities or benefits 

they've received. And I don't really care about all that. I 

only hope that the policy of the Chinese government will 

be increasingly favorable to industry development. When 

China is strong, it will not be afraid of negotiations.
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Arjun Kharpal: You said you've not had any 
communication with Donald Trump. But if you were in 
the room with the US President, what would be your 
message to him?

Ren: Collaboration and shared success. When two 
nations or companies meet, they must collaborate to 
achieve shared success. The US is a strong economy 
and offers many high-quality products. China has a 
population of 1.3 billion consumers. The US needs the 
Chinese market, and China needs technology from the 
US. The collaboration between these two countries 
would create two "trains" that can tow the global 
economy out of trouble.

I believe China and the US should stress collaboration 
and shared success. There is nothing else that I want to 
share with him.

Arjun Kharpal: Mr. Ren, you've said in the past that 
the US government hasn't seen Huawei's technology 
and source code. Would you invite Donald Trump and 
his administration to your campus here in Shenzhen 
to let them see the technology that you have, to put 
their fears at rest?

Ren: They are more than welcome to come visit us in 
Shenzhen.
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Arjun Kharpal: A bit about the US market. You've 

obviously not been present in that market for a while, 

Huawei has been in a lawsuit over there suing the 

government. Is it your ultimate aim to get back to 

business in the US market or just clear your name 

there?

Ren: We want the US government to treat Huawei 

fairly and without prejudice. Whether or not we can 

get back to business in the US depends on whether our 

customers want to buy from us. It does not depend on 

what Donald Trump has to say.

Arjun Kharpal: I want to switch focus a bit to a big 

bright spot in the company, and that's the consumer 

business; it's a multi-billion-dollar business now. 

And you've said that you want to be number one in 

smartphones. You've often looked up to Apple as a 

role model. Steve Jobs and Tim Cook have managed to 

turn Apple to an iconic brand. Do you think Huawei is 

at that point yet?

Ren: I think Mr. Jobs was a great man. When he passed 

away, I was on a vacation in the mountains with my 

family. My younger daughter is a fan of Mr. Jobs, so 

she proposed that we stop for a moment of silence to 

mourn him, and we did. Mr. Jobs was great not because 
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he created Apple, but because he created an era, the 

mobile Internet era. Saying that he was great is an 

understatement. I think he was super great.

Apple is also a great company. It is great in that 

it has always pushed to make the market bigger, not 

smaller. With an "umbrella", Apple sells at high prices 

and maintains high quality. It has grown the market, 

enabling many other companies to survive. When I look 

back on how Huawei developed in the telecom market, 

we actually made some missteps. We set prices based 

on our costs, which were relatively low. Our costs were 

low for two reasons. First, as our technology advanced 

rapidly, we managed to bring down the costs of our 

products. Second, thanks to the Western management 

approaches we brought in, our operational costs were 

also kept low. As a result, we set our prices at a relatively 

low level, which made it hard for Western companies to 

compete with us. We have reflected on this a lot.

We have raised our prices and now many people 

think Huawei is expensive. With higher prices, we leave 

room for other companies' development. We also earn 

more, but we will not distribute this extra money to 

our employees or shareholders. Instead, we will use it 

to fund universities and scientists for their research and 

explorations into the future. That future may be closely 

related to our business, but it also may not be.
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Our strategy for investment is like this: If a technology 

is still two billion light years away, we may invest just a 

little money, like a sesame seed. If a technology is 20,000 

kilometers away, we can invest a little more, like an 

apple. If a technology is just several thousand kilometers 

away, we will invest a lot more, like a watermelon. If a 

technology is just five kilometers away, we will invest 

heavily (a business version of a Van Fleet Load). We 

will rush towards and focus all of our efforts on this 

technology. We will expand it, and dive deeper into it. 

This way, we will be able to make world-leading products.

To give you a simple example. The polar code 

technology used in 5G was not invented by Huawei. It 

is an invention of Erdal Arikan, a Turkish professor in 

mathematics. Around 2008, Professor Arikan published a 

mathematics paper. Our scientists spotted it two months 

later, and spent 10 years turning his theories into the 

5G standards of today. So the standards the US finds so 

compelling are actually all built on a single mathematics 

paper.

Moving forward, we will invest more in this direction. 

This can help us address the problem of how we 

distribute our increasing profit. We will not distribute 

any extra profit to our employees. Otherwise, they will 

become overweight and won't be able to move fast. We 

will not distribute the extra profit to shareholders, either. 
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If they have too much money, they would be obsessed 

with capital gains. So we won't do that. We need to 

make our value distribution reasonable. We will put 

more money into research in new frontiers.

Arjun Kharpal: And part of that R&D budget has 

gone into 5G, into chips, you've got your own 5G chip. 

Typically, they've been used in Huawei's products. Are 

you starting to think about how your own intellectual 

property like chips could be used and sold to third 

parties like Apple?

Ren: We are open to Apple in this regard.

Arjun Kharpal: And in terms of innovation in 

smartphones, Huawei was one of a handful of 

companies to come out with foldable phones. Are you 

convinced this is the future or is this just a gimmick in 

the smartphone market?

Ren: Huawei's path has not been exactly straight 

forward. We are exploring what products customers 

may like. Foldable phones are just one of the products 

that we have explored. Whether they will gain mass 

popularity among consumers has yet to be determined 

by the market.
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Arjun Kharpal: Mr. Ren, we spoke about Apple and 
Steve Jobs. You're seen as a visionary very much 
here in China in the technology world. Steve Jobs 
is known more internationally. You are less known 
internationally. Why do you think that is?

Ren: Because I don't actually know technology that well, 
and I didn't invent anything.

Arjun Kharpal: But you created the world's largest 
telecom company.

Ren: I don't know about technology, management, or 
finance. I am just taking a bucket of "glue". I stuck our 
180,000 employees together, and encouraged them to 
forge ahead. Huawei's achievements were not created 
by me alone, but by our 180,000 employees. So it's 
impossible for me to enjoy the same prestige as Jobs. 
When the state wanted to give me some awards for all 
of this, I felt ashamed. I'm not the one responsible for 
these achievements, and I shouldn't be the one receiving 
honors.

Arjun Kharpal: Mr. Ren, I want to move onto a bigger 
picture of the world of technology. Technology has 
moved on so rapidly in the past few years that a lot of 
people are talking about the impact of technology on 
society. We live in a very connected world. Do you feel 
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that technology has been a force for good or a force 

for evil?

Ren: I think technology will advance even faster than 

we could ever imagine. Some people asked me what the 

world would be like in 20 or 30 years. I said I couldn't 

even imagine what it would look like in two or three 

years.

When Huawei was just founded, the world of 

communications was extremely under-developed. 

Today, only 30 years later, ultra-broadband has become 

accessible in most rural areas around the world. This is 

beyond what anyone had imagined. In the next two or 

three decades, technology will advance even faster. In 

particular, the emergence of AI has accelerated social 

progress.

AI has emerged because of several key advancements: 

First, massive computing power. Second, ultra-broadband 

connections, and ultra-large storage systems, as well 

as micro-computing storage and edge computing. As 

society moved forward, AI was made possible. AI is also 

developing faster than what we can imagine. It will 

greatly increase productivity.

For example, if AI is applied to tractors, they will be 

able to work 24 hours a day. They wouldn't need to rest, 

just to refuel. So productivity will be greatly improved. 
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A great increase in material wealth would also help to 
significantly enrich culture. So AI should be a force for 
good.

Many scientists also proposed that genetic technology 
should be gradually integrated with electronic technology 
to create "new people". It's now just a scientific fantasy, 
and wouldn't necessarily ever happen. But even if it did 
happen, it would be at least 30 years from now. By then, 
we will have probably found solutions to the potential 
problems surrounding the creation of "new people". I 
think currently AI has greatly improved productivity. It is 
good for society and can greatly increase social wealth.

The US has highly developed technology, but it also 
has a shortage in labor. With AI, workers will be 10 times 
more efficient, so the US will be a major technological 
powerhouse with an output equal to that of 3 billion 
people. They will be able to produce more quality 
products than the whole world can consume.

So AI will make the world better, not worse. Even if 
AI poses other threats, we can manage them with laws 
and rules. So there is no need to worry too much about 
some comments posted on the Internet.

Arjun Kharpal: But some of the major figures in the 
technological world have warned about the dangers 33
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of artificial intelligence. Elon Musk, for example, has 
continuously warned about the impacts on jobs and 
actually, artificial intelligence getting more intelligent 
than humans. He said recently that could potentially 
wipe out humanity. What do you make of his views?

Ren: The first time I heard warnings about the societal 
impact of AI was from Bill Gates and Stephen Hawking. 
Bill Gates changed his mind though during his later 
speeches, suggesting that AI could greatly boost social 
progress. Of course, we can still be concerned about this, 
but we believe we will have the ability to harness AI and 
create benefit. Take machine translation as an example. 
AI can help translate text into 70 different languages 
simultaneously. This hurts no one. It helps reduce many 
people's workloads. This does mean though that many 
translators and stock analysts and the like will lose their 
jobs. They can transfer to other industries though, and 
take on new roles. I don't think we need to worry too 
much about the adverse impact of this technology. 
Otherwise, we will be hindering scientific advancement.

Arjun Kharpal: One of the concerns is that these 
powerful technologies like artificial intelligence are 
being developed by a small group of very, very big 
technology companies. And there is concern that some 
of these large technology companies just have too 
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much power. Do you think that companies like yours 

are too powerful and need to be regulated?

Ren: As technology develops, the future world will 

become "winner-takes-all". What company can 

outperform Microsoft in Office and Windows? None. 

So Microsoft is the winner and it dominates the 

market. More and more companies are harnessing new 

technologies more quickly. This is because technology 

is lifeless and can be widely applied. It is likely that 

monopolies you just mentioned will naturally appear. We 

support transparent regulation over companies with new 

technologies, and we are willing to be subject to such 

regulation. That's why we told the German government 

that we are willing to accept their regulation. However, 

monopolies in these kinds of technologies will benefit 

the world, rather than harm it. What we have is not 

some kind of nuclear bomb or weapon. What is the 

problem with translation software that has faster 

computing? Is only slower computing good for us?

AI will benefit our society. We should not worry that 

it will hinder social progress. Genetic inheritance was 

discovered by Gregor Mendel during his experiments 

on pea hybridization. People back then thought his 

discovery was useless and ignored it for 100 years. Then 

scientists realized the value of genes and DNA. At that 

time, China didn't accept Mendel's theories; instead, we 
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followed Ivan Michurin's theories. This meant we were 

left behind for many years in this area.

Now we talk a lot about genetic modification, or 

gene editing. People don't object to the editing of plant 

genes. Why cannot we edit human genes? When there 

is no cure to a disease, maybe we can look into gene 

editing. Of course, several decades from now, that would 

potentially cause other side effects that we can't predict, 

but mitigating the side effects is better than immediate 

death. It at least might give us time to find real cures. 

Being born blind and deaf is caused by missing genes. 

What if we could identify and change the genes that 

cause the condition? Google is now helping blind people 

see the world with nerve sensors, although they are not 

as good as human eyes. Technologies are advancing. 20 

or 30 years from now, outstanding talent may be able 

to combine genes with electronics technology to create 

new "people". This is an idea that scares people, but 

right now, it is not yet anywhere near reality.

Arjun Kharpal: Mr. Ren, as we come to the end of the 

conversation, I want to focus on your future. You've 

grown the company over 30 years to the size of it 

now. Have you thought of retiring any time soon?

Ren: It depends on my mental agility as I get older. I 
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think Google might one day come up with a medicine 

that helps people live forever, but I may not be able to 

see it coming.

Arjun Kharpal: Do you have a succession plan in 

place when you eventually do retire?

Ren: Huawei's future iterative succession system is 

clearly defined in our Articles of Governance . We can 

give you a copy if you want. Iterative succession must 

take place in an orderly fashion. It's not up to me to 

designate a successor. Don't worry that Huawei would 

end up having no successor. In fact, we have too many. 

But Meng Wanzhou will definitely not be the successor.

Arjun Kharpal: You mentioned in our conversation 

that people ask you about your vision for 20 to 30 

years, but you don't even know what's going to 

happen in the next two to three years. Just tell me 

what you think are going to be some of the significant 

technological developments over the next two years 

that you see coming.

Ren: I think the biggest technological advances will be 

seen in AI experimentation and applications. At Huawei, 

we have two major areas that we are focusing on for 
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the future.

First, we want to provide the best connectivity in the 
world, and 5G is part of connectivity.

Second, we strive to become the world's best in 
edge computing. We will not work on supercomputing 
and intermediate computing. We only focus on edge 
computing.

We are also collaborating with many vendors in the 
storage domain, trying to do better, because in edge 
computing, we will see either CPUs embedded into 
storage devices or the other way around. This will change 
the architecture proposed by John Von Neumann. 
Combining storage and computing will enable devices to 
run faster. Of course, large equipment still relies on an 
architecture that has separate computing and storage 
devices. So we will also work hard to contribute to a 
cloud world.
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I am a reporter for live broadcast. You have a military 
background, so one thing we have in common should 
be that we are both punctual. How time flies! Four 
months ago, in this same place, we had an interview. 
At that time, the public all felt that Huawei had hit 
its lowest point. Everyone was so concerned about 
Huawei, so you started taking many interviews from 
journalists inside and outside of China. We didn't 
expect today's situation to be even more complicated, 
or even more difficult, than four months ago. Just now, 
another media representative took out a photo of a 
bullet-ridden aircraft. I was also given this same photo. 
I heard that you like this photo very much, the photo 
of the badly damaged fighter aircraft.

Ren: I first saw this photo on wukong.com, feeling that 
the aircraft was quite like our company. So I sent it to 
my colleagues. The Carrier BG thought the aircraft in 
this photo is akin to its situation and started using it for 
communications.

Later, we found that there were not many problems 
with the Carrier BG, since it has been getting fully 
prepared over these past 10-plus years. So our current 
situation is that we are repairing our "aircraft" during its 
flight so that it can make its way back home.

But this aircraft was able to fly back, because its vital 
parts, such as its fuel tanks and engines, were not 
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damaged. Only the non-vital parts of its wings were 

damaged. But if its vital parts were attacked during a 

flight, how was it possible for it to make its way back?

Ren: I want to tell you two stories about Germany 

and Japan during World War II. Germany refused to 

surrender, so its cities were flattened by air-strikes. Japan 

was also attacked by intensive bombardments. The US 

army threatened that if Japan did not give up, intense 

bombing would also flatten the country. At the end 

of the day, Japan decided upon a compromise, which 

was to announce the country's surrender but keep their 

Emperor. By the time the surrender came, the majority 

of Japan's industrial infrastructure was destroyed, but 

the country did not suffer the fate of being leveled like 

Germany.

Back then, there was a famous slogan: "Even if 

everything else is lost, as long as people remain, they 

will revitalize the nation." The truth is, Germany was 

able to revitalize its economy and restore all its houses 

to the extent before the war in just a few years. The 

Japanese economy also recovered very quickly. This 

was attributable to their talent, education systems, 

and foundation. This is what matters most. So even if 

we lose everything else, we can't lose our talent. This 

includes their qualities, skills, and confidence. This is very 

important.
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Yesterday (US time), the US issued a temporary 

license to Huawei. In other words, its restrictions on 

Huawei can be lifted in the following 90 days. What's 

your view on this license? What could you do in these 

90 days? If the news is true and the US cancelled the 

imposed restrictions after 90 days, how would you 

comment on such a reversal?

Ren: First of all, 90 days doesn't mean much to us, and 

we have prepared. To us, the most important thing is 

to do our job well. What the US will do is out of our 

control. I would like to take this opportunity to express 

my gratitude to the US companies that we work with. 

Over these 30 years, they have helped us to grow into 

what we are today. They have made many contributions 

to us. They have taught us how to get on the right 

track and run the company. As you know, most of the 

companies that provide consulting services to Huawei 

are based in the US, including dozens of companies like 

IBM and Accenture.

Second, we also have been receiving support from a 

large number of US component and part manufacturers 

over all these years. In the face of the recent crisis, I can 

feel these companies' sense of justice and sympathy 

towards us. Two days ago, at around two or three a.m., 

Eric Xu (one of Huawei's rotating chairs) called me, 

telling me how hard our US suppliers had been working 
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to prepare goods for us. I was in tears. As a Chinese 

saying goes, a just cause attracts much support, while 

an unjust one finds little. Today, some US companies 

are communicating with the US government about the 

approval.

The US has added Huawei to the Entity List. That is to 

say if a US company wants to sell something to Huawei, 

it needs to obtain approval from the US government.

The US is a country ruled by law. US companies 

must abide by the laws, and so must the real economy. 

So you guys from the media should not always blame 

US companies. Instead, you should speak for them. 

The blame should rest with some US politicians. I don't 

think we should throw blame indiscriminately without 

knowing whether it will fall on the right persons. We 

may end up targeting the wrong persons if we do so. 

The media should understand that these US companies 

and Huawei share the same fate. We are both players in 

the market economy.

US politicians might have underestimated our 

strengths. I don't want to say too much about this, 

because Ms. He Tingbo, President of HiSilicon, made all 

these issues very clear in her letter to employees. And 

all mainstream newspapers inside and outside of China 

have reported on this letter.
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You touched upon the damaged aircraft just now. 
We have some non-core products for which we haven't 
prepared "spare tires", or Plan Bs, so to speak. These 
products will be phased out sooner or later. So the US 
move will have some impact on these products. But in 
sectors where we have the most advanced technologies, 
at least in the 5G sector, there won't be much impact. 
Not just that, our competitors won't be able to catch up 
with us within two to three years.

I want to ask a question about chips. I noticed that 
you said in an interview with Japanese media on May 
18 that "Huawei does not need chips from the US. 
There is no problem with Huawei." In a letter to your 
employees, you mentioned that Huawei has strengths 
and has made preparations. Can I ask where your 
strengths come from and what you have done to 
prepare?

Ren: First, we are always in need of US chips. Our US 
partners are fulfilling their responsibilities and asking for 
approval from Washington. If this approval is granted, 
we will still buy chips from these suppliers. We may even 
sell chips to US companies (to help the US make more 
advanced products). We won't exclude our US partners 
or seek to grow entirely on our own. Instead, we will 
grow together.
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Even if there is an insufficient supply from our 
partners, we will face no problems. This is because 
we can manufacture all the high-end chips we need 
ourselves. In the "peaceful period", we adopted a "1+1" 
policy – half of our chips come from US companies and 
half from Huawei. Despite the much lower costs of our 
own chips, I would still buy higher-priced chips from the 
US. We cannot be isolated from the world. Instead, we 
should become part of it.

Our close relationships with US companies are the 
result of several decades of effort on both sides. These 
relationships won't be destroyed by a piece of paper 
from the US government. As long as these companies 
can obtain approval from Washington, we will continue 
to buy in large volumes from them. It may be the case 
that they cannot obtain approval quickly. We have ways 
to go through this transition period. Once approval is 
granted, we will maintain our normal trade with these 
US companies and work together to build an information 
society for humanity. We don't want to work alone.

We can make chips that are as good as those made 
by US companies, but this does not mean that we will 
not buy chips from the US.

You once said that Huawei wouldn't be working 
behind closed doors and would cooperate with others. 03
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Now you are saying that Huawei will be doing both 

things. Does this mean that US trade protectionism 

and the US ban on Huawei are essentially disrupting 

global supply chains and causing chaos in the market? 

The US has been accusing Huawei in many aspects, 

such as corporate governance and finance. What do 

you think are the focus areas of the criticisms? Why 

are they targeting Huawei?

Ren: I'm not a mind reader, so I don't know exactly what 

[those US] politicians are thinking. I think we should 

not be the target of US-led campaigns just because 

we are ahead of the US. 5G is not an atomic bomb; it's 

something that benefits society.

In terms of network capacity, 5G is 20 times larger 

than 4G and 10,000 times larger than 2G. The power 

consumption per bit of our 5G base station is ten times 

lower than 4G, and the size is 70% smaller. Our 5G base 

station is very small indeed, about the same size as a 

briefcase. It's also light – about 20 kilograms. You don't 

have to build a cell phone tower for 5G base stations, 

because they can be installed anywhere – on poles or 

walls. They can work for decades because they are made 

of anti-corrosion materials. This means that our 5G 

equipment can be installed even in underground sewage 

systems. It is especially suitable for European markets, 

where there are many areas with historical buildings and 
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it's impossible to build giant cell phone towers like those 

in China. Of course, the existing towers in China won't 

lay idle, because our 5G base stations can be installed 

on them too – it's just that we don't need to build new 

towers.

With our 5G base stations, our customers in Europe 

can reduce their engineering costs by 10,000 euros per 

site. They won't need to use cranes for installation, and 

they won't need to build cell phone towers. In the past, 

our customers had to use cranes to install huge pieces of 

base station equipment, and the surrounding roads had 

to be blocked off during the installation process. Now, 

they can easily install our 5G base stations by hand. It's 

super easy.

The bandwidth of 5G is very high – so high that it 

can support a huge amount of high-definition content 

and easily transmit 8K video. They're saying that 5G will 

reduce costs tenfold; in fact it's more like 100-fold. This 

means that ordinary people can watch high-definition 

TV programs, and they can learn a lot from these 

programs. To develop further, every country needs to 

rely on culture, philosophy, and education. These form 

the foundation of national development. Therefore, 5G 

will change our society for the better. Latency on 5G 

networks is extremely low, so 5G will be rapidly adopted 

in many industries for all sorts of purposes.
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[Regarding the image referred to earlier] The CCTV 
reporter was concerned about whether the engine of the 
aircraft was broken. While there might be "holes" in our 
aircraft wings, we will continue to focus on developing 
our core and to lead the world in these areas. The more 
advanced a product is, the more comprehensive its Plan 
B will be.

Do you think the international market has been 
disrupted?

Ren: I don't think so. Europe will not follow in the 
footsteps of the US, and the majority of US companies 
are communicating closely with us.

You mentioned the impacts on Huawei. The letter from 
HiSilicon President has created a lot of excitement 
in the media. People in the chipset industry take an 
objective approach to the gaps between companies 
in China, the US, and other countries in terms of chips 
and other core components. What do you think is the 
position of Huawei's in-house products and R&D? The 
letter also gave an assurance that Huawei can ensure 
supply continuity. Is that assurance true? Is there any 
critical point? Where is it?

Ren: I think that if you feel worked up about something, 
you should start by taking a cold shower. In my opinion, 
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what's most important is to be calm and level-headed. 
Getting over-excited and shouting slogans is of no use if 
our capabilities are not strong. The important thing is to 
work hard towards success.

It's worth learning from US companies in terms of 
their depth and breadth in science and technology. 
We lag far behind in many aspects. Some small US 
companies are providing super advanced products. We 
have only focused on our business and become a leader, 
but we haven't attempted to compare ourselves to the 
US as a nation. On a business level, I think the gap is 
quite small between Huawei and certain US companies. 
On the national level, however, there are huge gaps 
between China and the US.

The gaps on the national level have much to do 
with economic bubbles in China. There are bubbles in 
many sectors, including peer-to-peer (P2P) lending, 
the Internet, finance, and real estate. There are copycat 
products, which are also bubbles. As a result, bubbles 
are appearing in academia, too. Developing a new 
fundamental theory takes several decades. If academics 
focus more on shouting slogans than on developing 
solid theories, then our country will not become stronger 
in the decades to come. We should keep our feet on the 
ground and concentrate on our work.
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My question is about chips. The letter from Ms. He 

Tingbo, HiSilicon President, was very inspiring. Records 

show that HiSilicon was established in 2004. After so 

many years of efforts, you can produce your own chips 

for many purposes. How did you make the chip plan 

in the first place? How did you or Huawei decide to 

make your own chips? Ms. He said that Huawei began 

planning for the most extreme conditions many years 

ago. During an interview two days ago, you said that 

Huawei no longer needs US chips. Can you tell us more 

about the planning process? Is the planning result in 

line with your current situation? How well can you 

serve customers if the US companies stop supplying 

chips to you?

Ren: We have made a lot of sacrifices – we have 

paid very little attention to ourselves and our families, 

especially our parents. We have done all this because 

our goal is to make it to the very top. Nowadays, we 

cannot help but shouting our goal out loud: We want to 

be the global leader. We want to be No. 1 in the world. 

In the past, we didn't let our employees say it out loud, 

because we thought it might cause conflicts with the US.

In early 2000, we were hesitant, and we wondered if 

it would be possible for Huawei to wear an "American 

cowboy hat". So we decided to sell Huawei to a US 

company for about 10 billion US dollars. A contract was 
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signed with this company, and all relevant procedures 

were completed. The deal was ready to be completed 

once it received the approval of the US company's Board 

of Directors. While we were waiting for approval, the 

negotiation team, including me, all put on floral-print 

clothes, running and playing ping pong on the beach.

While we were waiting, the Board of Directors of the 

US company was reelected. Their new board chair was 

somewhat short-sighted and rejected the acquisition 

deal. If we had been sold to this company, we would 

have been able to get our American cowboy hat and 

try to take the world by storm. After this deal failed, 

our senior executives were deciding whether to sell 

Huawei to someone else. All of our younger executives 

unanimously said no. I could not reject this, so I replied, 

"We will have to square off against the US when we 

reach the top. We need to get prepared." Since then, we 

have been considering the question of what happens 

when we meet the US at the top, and have begun to 

make preparations for this. That said, we will ultimately 

embrace each other because we want to work together 

with them to make contributions to society.

Other Huawei executives have stated that Huawei is 

able to continue serving customers. Will the US ban 

affect your major customers and business? How will 

you respond?
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Ren: We will certainly be able to continue serving our 
customers. Our mass production capacity is huge, and 
adding Huawei to the Entity List won't have a huge impact 
on us. We are making progress in bidding worldwide.

Our growth will slow down, though not by as much 
as everyone imagines. In the first quarter of this year, 
our revenue grew 39% over the same period last year. 
This rate decreased to 25% in April, and may continue 
decreasing towards the end of this year. But the US 
ban will not lead to negative growth or harm the 
development of our industry.

If the US cuts off the supply chain, how will the 
industry be impacted? Two days ago, I saw that 
Fang Zhouzi (an Internet celebrity) tweeted "If the 
spare tire is good, why not use it before a blowout?" 
What's your opinion on it?

Ren: If we use spare tires in all our products, that means 
we are seeking the so-called "independent innovation". 
The main purpose of independent innovation is to 
become a dominant player. But we want to have 
partners all over the world. For that reason, his idea 
of using the spare tire before a blowout is not on our 
minds. He doesn't understand our strategic thinking. We 
don't want to hurt our partners. We want to help them 
have robust financial statements, even if it means we 
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have to make adjustments.

As I mentioned, we don't intend to stop using the 

components of US companies, but we haven't told them 

about this. We hope US companies can continue to be 

our suppliers, so that we can serve humanity together. 

Previously, we've shared information about our chip 

development with our suppliers. We've even shared our 

research results with them. We outsource production 

to our suppliers. That's why the suppliers are so kind 

to us. Again, to answer the question "If the spare tire is 

good, why not use it before a blowout?", spare tires are 

backups. Why should we use them before our current 

tires burst?

How will the industry be impacted if the US does cut 

off the supply chain?

Ren: Our company will not end up with an extreme 

supply shortage. We have got well prepared. At the 

beginning of this year, I predicted that something like this 

would occur two years later, and that the US would not 

take action before the US lawsuit against us was settled 

in court. We were quite sure that they would take action 

against us whatever the result was. We thought we 

would have two years to make preparations. But when 

Meng Wanzhou was arrested, it sparked everything off.

You may know that we were also working during 
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the last Spring Festival holiday, and I paid visits to 
our employees working during the holiday. In China 
alone, 5,000 service personnel, such as security guards, 
cleaners, and canteen workers, stayed to serve our 
"fighters". They received salaries several times higher 
than normal. The company paid double for food from 
suppliers, and paid service personnel extra. Many of our 
staff didn't even go home during the Spring Festival. In 
order to save time for work, they made makeshift beds 
on the floor to take an afternoon nap. Also during the 
May Day holiday, many of our staff chose to stay here. 

Speaking of Plan B, how much has Huawei invested 
in this plan over the years? If Plan B is not put into 
use, will Huawei continue to invest in the plan? 

Ren: We have invested so much that I cannot give a 
concrete figure. For both Plan A and Plan B, the budget 
and headcount were allocated together. Previously, Plan A 
received most of the budget, but now most of the budget 
will be allocated to Plan B. I don't know exactly how 
much the budget is. Every report I receive is several pages 
long. And instead of asking questions about every single 
component, I just do a general review. Making a plan is 
just one step. We have to identify the key phases for each 
component. So we are preparing little by little. Otherwise, 
we would not have hired 80,000 to 90,000 R&D engineers.

07
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After the US export control goes into effect, Huawei's 

suppliers in Japan, Europe, and Taiwan are expected 

to help Huawei a lot. If this export control fails, do 

you think the US government will put pressure on 

companies like TSMC? Huawei can produce its own 

chips, but it does not have the capabilities of the 

entire value chain.

Ren: If more companies refuse to succumb to the 

pressure, then even more will follow. Don't worry too 

much about this. After all, this is not happening.

Considering Google's recent action, users in Europe 

are very worried that Huawei phones will not be able 

to use the latest Android system in the future. What's 

your opinion on this?

Ren: Google is a good company – a highly responsible 

company. They are also trying to persuade the US 

government to solve this problem. We're now discussing 

viable solutions for this, and our experts are still working 

on this. So I can't give you a detailed answer today.

How long will this tough situation last? Will this be 

a turning point in Huawei's development?

Ren: You are asking the wrong person; you should ask 

President Trump this question. I think there are two 
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sides to this. Of course, we will be affected, but it will 
also inspire China to develop its electronics industry in 
a systematic and pragmatic manner. In the past, China 
threw a lot of money at developing the industry, but 
it turned out that this approach didn't work. To build 
bridges, roads, and houses, maybe it's true that we just 
need to invest money, but to develop chips, money 
alone is not enough. We need scientists, physicists, and 
chemists as well. How many of our people are truly 
studying hard? How many doctorate papers bring true 
insights? Under such conditions, it is very difficult for 
China to succeed by relying on its own innovation, so 
why not take a cross-border approach to innovation? 
We can establish innovation centers in many countries. 
We can establish research centers in any locations that 
have the capabilities we need.

A lot of talent has returned to China, which is very 
important. But China's personal income taxes are 
relatively high. If talented people returned to China 
from abroad, they would have to pay a lot of taxes. We 
cannot expect them to act like Lei Feng forever – Lei 
Feng gave everything he had to the country and to the 
party. Although they are all top experts, there are no 
incentives for them, and they even have to pay higher 
taxes. Recently, I heard that the personal income tax 
rate will be cut to 15% in the Guangdong-Hong Kong-
Macao Greater Bay Area, but how exactly will this policy 
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be enforced? Will people entitled to this policy need to 

get a hukou, or a job in this region? If yes, what's the 

point of this policy? There should be a flow of scientists. 

If they work eight hours every day at the same place, 

are they true scientists? We need to create opportunities 

for scientists to come back to China.

The first major shift of talent in the world occurred 

with the move of three million Jews from the Soviet 

Union to Israel. Israel then became a scientific and 

technological hub. The second shift is underway. The US 

is not open to foreign countries and lots of talent cannot 

engage in classified research. A well-known US media 

outlet wrote an article, asking the US one question: "If 

China invented a cancer drug, would it pose a threat 

to US national security?" A US cancer center dismissed 

three Chinese scientists, which is the reason the journalist 

asked this question.

As a result, many scientists have lost confidence 

in working in the US. Why not take this opportunity 

to welcome them back to China? But they might ask, 

"How? In China, it is difficult for our children to enroll in 

schools; we cannot buy cars because we have no hukou; 

and we have to pay high taxes." We need to adjust 

our policies to attract talent from around the world. 

200 years ago, the US was just a barren land of Native 

Americans. It was the right policies that turned the US 
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into the global leader it is today. China's civilization is 

5,000-years old. With such a solid foundation, we need 

to create favorable policies to attract talent from around 

the world to start businesses in China.

East European countries are relatively underdeveloped, 

but a large number of leaders, scientists, and financiers 

in the US are East Europeans. Why don't we welcome 

talent from these countries to China, or establish research 

centers in those countries? We can establish theoretical 

research facilities with China as the center to fight against 

US restrictions. If we stick to our current approach, it will 

be difficult to succeed. China is weak in basic theories, 

though it has seen some progress over the past few 

years.

I have emphasized the importance of mathematics 

at the national science conference, and I heard that 

graduates majoring in mathematics can now more 

easily find jobs than in the past. How many of us are 

willing to study mathematics? I didn't major in math. 

I once said I wanted to find a good university to study 

math after I retired. The president of a university asked 

me why. I replied I wanted to study the Second Law 

of Thermodynamics. He then asked why again. I said I 

wanted to study the origin of the universe. He said he 

would welcome me as a student. I still haven't retired 

yet, so it looks like I won't be able to go. When I was 
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an engineering student, I studied higher mathematics, 
which is about the very basics of mathematics. China 
must remain pragmatic and work harder to make 
changes in mathematics, physics, chemistry, neurology, 
brain science, and many other disciplines. Only by doing 
so can we secure a foothold in this world.

China's philosophy to date is mostly about metaphysics. 
Although some have adopted Buddhism, all the texts 
are in Sanskrit, and they have not been translated into 
Chinese. The West has promoted metaphysics and 
mechanical materialism, giving birth to disciplines like 
physics, chemistry, mathematics, and geometry. That's 
why they have advanced industry. Based upon their 
strong industry, they have built industrialized nations 
and led the whole world.

I don't mean that metaphysics is useless, though 
it focuses on virtual things that don't exist in the real 
world. The gaming industry is developing rapidly in 
China. Many of our modes of production may be 
virtualized. About 50% of AI scientists are Chinese, and 
if they are not welcome in other countries, we should 
welcome them here in China. They can then work on 
platforms at the bottom layer, providing us with a solid 
foundation.

I believe that if we can bring in outstanding talent, 
it will be good for our reform. If we keep emphasizing 
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independent innovation, I think we are wasting our 
precious time.

Has the Hongmeng OS been used on a small scale 
within Huawei?

Ren: Sorry, I can't answer this question today. We 
can make our own operating system, but it doesn't 
necessarily mean that it will replace other operating 
systems. We need to use operating systems for our work 
in artificial intelligence and the Internet of Everything, 
but I'm not clear on which are used and which are not. 
So I can't really answer your question yet.

Many articles these days are reporting on "Huawei 
shocks" – that is, how Huawei has been shocking 
the whole world.

Ren: Our staff are not sensitive to such reports. None of 
us has been shocked, because they are nothing special 
to us. The articles online often exaggerate a lot. For 
example, it was reported online that Infineon stopped 
their supply to us. No such thing has happened. It was a 
made-up story. If you really want to know what's going 
on with us, you can visit our Xinsheng Community . 
We don't ban accounts, even if people criticize the 
company there. In fact, the HR department reviews how 
people are criticizing us. If anyone provides especially 
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constructive criticism, the department will look into their 

performance over the past three years. If they are high 

performers, they will be transferred to the Secretariat to 

help with some specific issues. After being trained at our 

"Headquarters of the General Staff" for half a year, they 

will be sent to other departments. These people have 

a lot of potential to eventually become leaders. On the 

contrary, blindly singing our praises online may make 

us complacent, because it's no more than empty talk. 

When people post specific criticisms on our Xinsheng 
Community , we will analyze the situation accordingly. 

Without self-criticism, we wouldn't be surviving today.

I want to ask you a question about Huawei's Plan B, 

which many people are concerned about. Ten years 

ago, you began to show a sense of crisis and talk 

about how international situations would affect 

Huawei.

Ren: All my speeches regarding Plan B published by 

Huawei's Executive Office are publicly available. I don't 

remember exactly when I began to talk about it, but I 

have repeatedly mentioned our Plan B. People just didn't 

pay much attention to it until the recent attack that the 

US launched against Huawei.

Over the past several years, you have shown a 

11
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great sense of crisis, made preparations at both the 

macro and micro levels, i.e. in both strategy and 

how to ensure business continuity. When what you 

have envisioned becomes a reality and the attacks 

against Huawei become more serious than what you 

previously thought, do you have any new ideas? We 

have seen too many articles talking about how trade 

frictions between China and the US affect Huawei. 

When the challenge truly comes, do you have any new 

ideas? 

Ren: Business continuity is all about our Plan B, or our 

"spare tire" plan. Spare tires ensure that when cars break 

down, they can continue running after tires are replaced. 

We have ensured our business continuity step by step. In 

fact, many parts we use in our products have been put 

into production. Despite this, we are open to parts from 

outside the company. Half of our parts are produced by 

other companies. I once said in an article that we should 

buy at least 50 million chipsets from Qualcomm every 

year. So we have never excluded or resisted foreign 

companies. 

The world's largest spare tires are atomic bombs. 

What can they be used for? Since World War II, they 

have never been used again. Senior government officials 

in China have often worked on atomic and hydrogen 

bombs. And their loyalty to the country also counts. 
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Those who are both capable and excel at technology 
can be promoted to a minister or provincial governor. 
Some can even become governors by age 40. I really 
envy them. When I was 40, I was still finding a job.

Spare tire is now a buzz word. In fact, it's quite 
normal practice in our company. He Tingbo has become 
well known because of her letter regarding Plan B. She 
published the letter just during the night when the US 
issued the ban on Huawei. She just couldn't bear it 
anymore. She has been through a lot these years. She 
felt bad. Her team has been working so hard, but they 
just couldn't keep their chins up.

So you mean that spare tires are always available at 
Huawei and you don't know whether they will be used.

Ren: Spare tires are certainly useful. They are part of our 
solutions, instead of being independent of them. We will 
use them on a rolling basis when necessary.

Now people have two completely different sentiments 
towards Huawei. Some have shown great patriotism 
and escalated their support of Huawei as a patriotic 
act. Some think that support toward Huawei has 
become entwined with patriotism toward the whole 
country; in other words, people will not be considered 
patriotic unless they support Huawei. This situation is 

12
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now becoming more serious.

Ren: My children prefer Apple products over Huawei's. 

Does it mean that they don't love Huawei? Of course 

not. I have mentioned this quite a lot, and Richard Yu 

(CEO of Huawei's Consumer BG) was mad about me – 

he saw it as me promoting other companies' products 

over Huawei's. But this is the reality: We cannot simply 

say that one is patriotic if they use Huawei products and 

they are not if they don't use Huawei products. Huawei's 

products are ultimately commodities. People use them 

if they like them. Politics should be left out of it. Huawei 

is just a company. We have never said anything about 

contributing to Chinese national pride in our advertising. 

At our latest oath-taking ceremony, someone might 

have shouted something along those lines, but we 

immediately issued a file to discourage shouting out 

such slogans. They can hold celebration parties and give 

out medals. It's okay to say things like this privately in 

their spare time, sure, but we must never stir populism.

I often use a lot of examples just to throw some cold 

water on Huawei. We should not promote populism; 

populism is detrimental to the country. To have a 

promising future, China must be more open. Following 

the recent China-US negotiations, CCTV said China 

should further reform and open up. I was very happy to 

hear that. In fact, we should have reformed and opened 
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up earlier. China has made a commitment to the WTO 
and we need to honor this commitment after we benefit 
from it. We should make some contributions so that we 
can unite more friends around us. China has too much 
money. Why are we only putting it in the US? Why not 
lend some to Europe, Russia, and Africa? One might 
worry about their ability to repay it. These countries use 
their national credit as collateral. Well, maybe they can't 
repay it this year, but what about in 100 years? We don't 
have an urgent need for the money anyway. Doing this 
would help disperse our risks. Why does China only buy 
agricultural products from certain countries? It could 
also buy from Ukraine. That would contribute to their 
economy.

You've mentioned that developing chips requires not 
only money but also physicists and mathematicians. 
As a company, Huawei, as well as you personally, have 
repeatedly talked about basic education and basic 
research, and we also know that Huawei focuses on 
this area from some of your advertisements. What 
specific actions is Huawei taking in basic education 
and basic research? What kind of support will this 
provide to Huawei's future development?

Ren: First, we have 26 centers of expertise for R&D 
globally. We currently have over 700 mathematicians, 
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800 physicists, and 120 chemists working at Huawei. We 

have an Institute of Strategic Research, which provides 

a large amount of funding to well-known professors 

at top universities around the world. We don't expect 

return on this investment. The way we sponsor research 

is similar to how investment works according to the US 

Bayh-Dole Act.  It's the universities that benefit from 

the investment. By doing so, we will work with more 

scientists researching technologies at different stages.

5G standards are widely considered to have a huge 

impact on society. Few people would imagine that they 

originated from a mathematics paper written by Turkish 

professor Erdal Arikan over a decade ago. We discovered 

this paper two months after its publication. Then we 

started to do research, perform analysis, and apply for 

patents based on this paper. Thousands of Huawei 

employees have been involved in this research. It took us 

a decade to convert the math paper into technologies 

and standards. We have the most 5G standard-essential 

patents in the world – about 27% of the total.

Professor Arikan is not a Huawei employee, but we 

sponsor his lab so that he can take on more PhD students, 

whom we also support. We also sponsor a university 

professor in Japan. He once had four PhD students, all 

four of whom later joined Huawei but continued to work 

at his office. Then he recruited four more PhD students to 
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work for him, with all eight working for him at the same 
time. All those papers belong to them, not us. If we need 
to use their academic outcomes, we need to pay them. 
This approach is similar to the US Bayh-Dole Act.  We use 
such approach to work with more scientists.

We held a global scientist conference last week, and I 
attended the conference remotely through video. Several 
brilliant young scientists, all doctorate degree holders, 
attended the conference and introduced the technology 
to me. They explained to me what each of those papers 
would mean to society in the future. We constantly 
have this kind of communication around the world. This 
enables us to absorb new ideas, and also helps them 
understand our requirements. This way, we are able to 
constantly inform each other.

When it comes to winning talent, Western companies 
are more far-sighted than we are. They identify talent 
and then recruit them to work as interns, providing 
dedicated training to them during their internship. This 
is different from the traditional job seeking method 
graduates follow in China.

Now we have more opportunities to compete with 
US companies in terms of recruitment, but we are not 
strong enough to attract the talent. We give job offers to 
some excellent, very talented students as early as their 
second year of university. For example, students from the 
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Novosibirsk State University have been the champions or 

runners-up in the International Collegiate Programming 

Contest for six consecutive years. Google paid salaries 

five or six times higher than normal to employ them. 

Starting this year, we will pay even more than Google to 

attract such talent to work on innovation in Russia. We 

will join the competition for talent.

We don't require scientists to always be successful. 

Failures are also a form of success, because they develop 

talent. In this way, we are able to constantly move forward.

I visited Huawei's lab and saw many inventions, such 

as anti-corrosion equipment and heat conduction. 

They seem to be based on chemical theories we learn 

in high school. These applications are magical. Is this 

a reflection of what you call basic science and basic 

education? What support will such basic science bring 

to Huawei at this critical moment?

Ren: Actually, even junior high school students learn 

the general equations for a nuclear chain reaction, but 

it's not an easy task to build an atomic bomb. Basic 

science seems to be simple, but it's difficult to apply 

it in practice. Therefore, some foreign inventions may 

look simple, but they are based on numerous other 

inventions. A small component may be developed based 
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on thousands or even tens of thousands of patents.

You are talking about enhanced investment in 

mathematics and basic disciplines. What about 

Huawei's level of investment in the world? What 

made you recognize the importance of basic 

disciplines? What are your goals and expectations for 

future investment?

Ren: Let's look at an example. The camera of the HUAWEI 

P30 smartphone is a reflection of how mathematics can 

be applied in practice. Photos are not simply captured 

but calculated through mathematics. Human eyes are 

equivalent to about 100 million lenses, but a camera 

only has one lens. Our smartphone is able to use 

calculations to divide the image captured by the light 

sensors in a single lens into tens of millions of visual 

lenses, and then reproduce the image.

Mathematicians in our company have a slogan – 

Making smartphones that outperform human eyes. I 

once criticized this idea in an internal speech. I think 

it's unnecessary. However, they are stubborn and I can't 

change their minds. They say our smartphones can 

capture an image of the moon and views a thousand 

kilometers away. This may be true, because mathematics 

can help restore weak light signals.

15
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When I visited our mathematicians in our research 

center in Nice, France, I said, "The sea and sky of Nice 

are blue. Why are the formations developed by our 

mathematicians also based on a blue color?" Previously, 

the images captured by our smartphones were bluish, 

but now this seems to have been corrected.

Our strategic "spare tires" have contributed to the fast 

development of our smartphones. Some strategic "spare 

tires" developed for our network business were not 

used in that area, and were transferred to the consumer 

business. The consumer business has benefited a lot 

from these resources, and is able to upgrade its products 

every three months. Most contributions come from 

mathematicians. Physicists have also contributed to the 

development of trichromatic sensors.

Therefore, business in the electronics industry is 

impossible to develop if we are still relying on components 

manufactured by others. There are also mathematical 

achievements in other vendors' components, but you 

need to pay more money to gain access to what they 

developed. I think we should strive to be the world leader 

in this area.

For a period the US has been attacking Huawei, and 

also urging its European allies to put pressure on or 16
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even block Huawei. If the US continues to push its 

European allies to close their markets to Huawei, 

will you visit 10 Downing Street or the Élysée Palace 

in person to persuade them to open their doors to 

Huawei through more direct and effective methods?

Ren: I used to have afternoon tea at 10 Downing Street. 

They asked me how I learned to catch up with the rest of 

the world, and I said it was the afternoon tea. Therefore, 

they received me with afternoon tea at Downing Street. 

We've been communicating with leaders of different 

countries. Every country has their own interests. The 

campaign of the US will not be powerful enough to call 

on everyone to follow them.

I've been closely following what phone manufacturers 

can do to support accessibility for people with 

disabilities since last year, because technological 

progress plays a very important role in helping these 

people. Huawei is a company with lofty aspirations. 

This year's Global Accessibility Awareness Day fell 

on May 16 last week. As a leading tech company, 

what has Huawei done to promote accessibility and 

inclusion for people with disabilities? What plan do 

you have in this area?

Ren: During one of my trips to Japan, I tried a pair of 
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special glasses made by our company that allowed me 

to clearly see employees working thousands of miles 

away, and I could provide guidance and instructions to 

them. With these glasses, I could see all drawings, and 

know immediately whether something I was looking 

at was correct or not. This is something we are doing 

now, but I don't know whether these devices have been 

launched in the market.

Theoretically, I think we will be able to support people 

with disabilities in future. I don't know exactly what 

progress we have made on this front. I'll ask someone 

to check, but I do believe that theoretically speaking we 

can stimulate people's senses through the cranial nerves.

The wireless glasses I mentioned just now allowed 

me to see the engineering work our employees were 

doing thousands of miles away. Our scientists showed 

this new product to me. But it has not been launched in 

the market.

Apple has been paying a lot of attention to basic 

education, and they have done a very good job in 

this area. iPads and iPhones are very useful to help 

children learn. Huawei also takes basic education, 

including basic disciplines, very seriously. Actions 

speak louder than words. Specifically, what has 
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Huawei done in this area? Can you share your ideas 

about education?

Ren: The basic responsibility for improving people's 

competences and qualif ications l ies with the 

government. No company can assume the responsibility 

for improving the capabilities of our nation. We talk 

about education, but that does not mean we should get 

involved in this domain.

The only way for China to achieve a positive outcome 

in future competition with the US is to improve the 

quality of education. As for commodities that can be 

used to help improve education, that is a separate 

matter.

To improve the quality of education, I believe the 

most important thing is to show respect for teachers. If 

teachers are well respected across society, more people 

will want to become teachers. Teachers are highly 

respected and well-paid in Shenzhen. That's why we 

have seen news reports about 253 candidates applying 

for a single vacancy in some schools in Shenzhen.

Huawei has helped Tsinghua University High School 

establish a school called Tsinglan School. The president 

of that school said it will become the best school in 

China, because the tuition fees there are extremely high. 

The school only enrolls around 2,000 students, and the 
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admission pool is open to all of society. Many Huawei 

employees want to send their children to the school, and 

some asked me to help them get their children enrolled. 

I told them that there was nothing I could do about that.

What I'm trying to say is that we can significantly 

improve the quality of education only when the social 

and economic status of teachers improves. Why do I 

have so much to say about this? Both of my parents 

were rural school teachers working in a remote 

mountainous town in Guizhou Province, but they didn't 

allow their children to become teachers. If even teachers 

discourage their own children from becoming teachers, 

how can our country have a bright future?

I saw and experienced the many hardships my 

parents faced as a result of being teachers at that time 

in history – low social ranking, discrimination, and poor 

pay, so I never considered becoming a teacher myself.

I have two questions. First, the consumer business 

now accounts for the largest part of Huawei's revenue, 

followed by the carrier and enterprise businesses. 

What proportions do you think these three businesses 

will take in Huawei's revenue in five or ten years' 

time? Second, in the current situation, how would you 

define the future role of HiSilicon in Huawei?
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Ren: The role of HiSilicon is a support team to Huawei, 

one that moves forward in tandem with the operating 

team of the company. It can be likened to a fuel truck, a 

crane, or a field medic that moves forward together with 

the core operation.

As for our three business groups, we don't take the 

view that the most profitable one is the most important. 

Only the department that is responsible for building 

network connections will be able to become number 

one in the world. It is the very department that has 

come under attacks from the US. I have compared it 

to a badly damaged aircraft. Actually, we have realized 

that this department does not face as many difficulties 

as others because it has been preparing for a long 

time. Our 5G, optical transmission, and core network 

technologies are free from the pressure that is being put 

on this department, and these technologies will be the 

world leaders for many years to come.

The assembly order from HiSilicon has gone viral 

online recently. This unit has been hiring talent 

from around the world. When will it become an 

independent unit in the future?

Ren: The answer is never. HiSilicon is a support team 

to Huawei's operating team, and will never become 
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an independent unit. As I just described, to our core 

operation, it is like a fuel truck, crane, or field medic. 

Our operating team is the department responsible for 

building network connections. It may not necessarily 

generate the highest revenue for our company in the 

future, but it is the strategic high ground. The US has 

taken administrative measures against Huawei because 

it could not seize the strategic high ground. We will 

never give up this strategic high ground just for the sake 

of making more money. HiSilicon will never become part 

of our operating team and steal the thunder at Huawei.

We know Huawei has made preparations in terms of 

business continuity management, but a server or base 

station involves too many parts and components. Why 

are you so optimistic?

Ren: We will make a list of the problems we face and 

solve them one by one.

I have a question about R&D. Huawei has invested 

heavily in R&D. In which areas will you focus your 

future investments? What technological preparations 

will you make?

Ren: We have been working on a single point for three 
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decades. At first, we had several dozen and several 

hundred employees focusing on this point, then we had 

tens of thousands, and now we have over a hundred 

thousand. We have been focusing all of our energy 

on this same single point, which inevitably results in 

breakthroughs. Every year we invest 20 billion US 

dollars in R&D, and no listed company has ever had the 

courage to invest so much money into a single area like 

we do.

We have been working on the information transmission 

domain. Our Consumer BG works on the "water taps", 

while our Carrier BG works on the "pipes". The harder 

we work on this domain, the more likely it will be for us 

to lead the world and maintain our position. In addition, 

we will continue to increase our investment in R&D.

I do not think that some downward pressure on our 

financial performance will affect our investment in R&D. 

Our employees are not greedy; they have enough money 

to make ends meet. I have even made comments about 

the partners of many of our R&D employees for being 

frugal. Some people asked me how I could identify our 

dedicated employees. I said if we talked to those people 

who purchased several items at luxury stores, and found 

out that their partners worked at Huawei, then those 

Huawei employees are our dedicated employees. After 

they make money at Huawei, their partners should be 
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able to spend it, so that they are motivated to make 
more money.

Huawei will continue working in the ICT domain, and 
will not enter other domains. Rumor has it that Huawei 
will engage in automobile manufacturing, but that's 
not true. Our connected vehicle products serve world-
leading carmakers, and mainly include vehicle-mounted 
computing and electronics products. This may develop 
into a huge industry. We work with companies in the 
automotive industry to achieve autonomous driving. 
However, putting Huawei's logo on a car sent by our 
partner does not mean that we will manufacture cars. 
We will not randomly enter other domains.

You take basic education very seriously. Is it possible 
for you to become involved in basic education in one 
way or another in the future?

Ren: Basic education is the responsibility of the 
government. Companies should focus on their own 
business. We don't want to be distracted during our 
business operations by becoming involved in basic 
education.

Building massive networks for humanity is Huawei's 
biggest social responsibility. We have connected three 
billion people around the world, including people in some 
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African regions where Western companies don't want to 
do business because they cannot make money. If Huawei 
collapsed, it would have a huge impact on the world.

Huawei will not engage in education. We are even 
going to downsize our operating team, and get rid of 
some less important departments. Employees working 
in these departments can continue to move forward 
alongside us as our partners.

During the last Chinese Spring Festival vacation, 
when Huawei employees worked overtime, more than 
5,000 people provided services. During this period, we 
doubled the prices we paid for the services we received 
and promptly provided extra rewards to these people.

In our eyes, Huawei's management philosophy is Mr. 
Ren's management philosophy. What do you think 
is the essence of Huawei's management philosophy? 
International management theories have long been 
dominated by the West. Do you think now is the time 
for China's management philosophy to be exported 
to the outside world? There are now many books 
about Huawei's success formula. Is there really such a 
formula for success? Can others copy Huawei's model?

Ren: Huawei has no philosophy. Personally, I have never 
studied philosophy or carefully read any philosophy 
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book. I've never met the authors of those books you 
mentioned. It's possible that they just made them up. 
The so-called Huawei philosophy is casually written, 
and has nothing special. If there really is such a thing as 
Huawei philosophy, I would say it is to "stay customer-
centric and create value for customers".

This is because our money comes from our customers' 
pockets. There are three ways to obtain customers' 
money. The first is to rob, which violates the law. The 
second is stealing, which is not the right way, either. If 
you stole money, you would be detained in the police 
station. The third is to have our customers willingly give 
us their money. To make that happen, we must provide 
them with quality goods and services that they need. 
That's our one and only secret of success.

I'll take our company's cafés as an example. They are 
doing very well. Why? They do business carefully and 
sincerely, and don't play tricks. At first, five or six Huawei 
employees managed these cafés and lost money. They 
had high salaries and company shares, but lost money 
in the cafés businesses.

Then I told them to start up their own cafés. This way, 
they ended up earning 700,000–800,000 yuan every 
year. Some people at headquarters said they wanted to 
investigate these cafés, as they were suspicious of the 
reason why these cafés had started making a profit. 
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I told them that every time they investigated, I would 
dismiss one of them. Why? Because their teams were 
overstaffed and couldn't focus on the right things. 

As long as the cafés pay their rental, water, and 
electricity expenses, meet sanitary requirements, 
and maintain an appeal to our employees, why do 
you bother minding something that is none of your 
business? That's also why Huawei has a very small 
logistic team. It only has 703 employees but provides 
support for over 180,000 Huawei people across 170 
countries and regions around the world.

I've recently read a speech you delivered at a 
Representatives' Commission meeting. In the speech, 
you described Huawei's approval of the Charter of 
Corporate Governance as an institutional development 
milestone. The document also described Huawei's 
corporate governance structure. What is the direction 
of Huawei's governance?

Ren: Actually, our governance structure and Charter 
of Corporate Governance  have been published on our 
Intranet. The election of the new Board of Directors 
took more than a year, and more than 90,000 people 
were engaged in the process. They keep learning about 
and communicating these documents, but the media is 
not very interested. As to your question, I cannot fully 
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explain this to you today. It is a comprehensive system.

What kind of company does Huawei want to become 

in the future? Or which direction does Huawei want 

to move along?

Ren: We will not allow capital injection. Besides that, we 

are open to discuss anything.

We have a deep impression that Mr. Ren has a very 

strong sense of crisis, even in times of peace. For 

example, Huawei began to have a Plan B for chips 

more than a decade ago. I'm very curious about how 

you got this sense of crisis at first?

Ren: You would build a sense of crisis if you had been 

beaten by others many times.

In your answers to many questions, you said Huawei 

has a Plan B and you are optimistic about the 

current situation. What is your biggest concern at 

the moment? This event has affected your family 

members. Have your daily exchanges with your family 

influenced your decision-making?

Ren: They detained my daughter, trying to shake my 

will, but my family's encouragement has solidified my 
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will. In her letter to me, my daughter said she would 

be mentally prepared for the long run. She is very 

optimistic. That has greatly reassured me and eased my 

pressure. I need to go beyond myself, my family, and 

Huawei to think about the world's issues. Otherwise, I 

cannot stay objective.

International journalists were very candid when 

they talked with me. Our public relations department 

has published full transcripts of these interviews. I will 

give them to you today. Why are we speaking out so 

frequently? If we took a narrow view, we would be on 

the opposite side to the Western media, and even to 

you. However, I should avoid the influence of personal 

opinions, so that we could discuss issues on an equal 

footing.

Most of Huawei's executives do not consider issues 

based on their personal interests or our corporate 

interests. We are a global company, and we have many 

friends that accept and support us around the world.

I am very interested in proprietary intellectual 

property rights and independent innovation. Many 
people think that proprietary intellectual property 
rights and independent innovation are the only way 
to ensure survival. You mentioned just now that 
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HiSilicon has created some "spare tires" to support 
Huawei's long-term survival, and this is built on your 
independent innovation. But you also said that you 
would give up non-critical parts of an "aircraft" if 
that's the right thing to do, because you don't want 
to waste your time and energy. Why is there such a 
big difference?

Ren: If you mean the spirit of independent innovation, 
then I would encourage it. Innovation should build 
on human civilizations. This is the right approach. All 
scientists are independent innovators. Why? They crack 
some mysterious questions that no one can understand.

But we must understand that we need to stand 
on the shoulders of our predecessors to promote 
scientific and technological innovation. HiSilicon does 
not innovate independently out of nothing. They have 
paid a huge amount of royalties to obtain licenses for 
the use of others' intellectual property rights. They have 
signed cross-licensing agreements, some of which are 
permanent licenses. Our innovations are intertwined 
with others, and we have produced our own innovations 
building on those of others.

We agree that we need to encourage the spirit of 

independent innovation. But we must clearly define it. If 

you make something that others have already produced, 

you cannot use it. If you want to use it, you have to pay 
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for their original ideas. This is what the law says. Patents 

are granted to those who filed for them first.

Alexander Stepanovich Popov first discovered 

radio waves, but the Soviet Union suspended the 

announcement of this news for the sake of confidentiality. 

Instead, Guglielmo Marconi in Italy filed the first 

application, so he was granted a patent for the invention 

of radio waves. Many people thought airplanes were 

invented by the Wright brothers, but actually, the Wright 

brothers were not the inventors. They were just the first 

to fly the airplanes. Nikolay Zhukovsky was considered 

the real inventor of airplanes. His work on fluid-mechanic 

equations helped lay the foundation for aerodynamics 

and lift the wings.

Why are our jet engines still not good enough today? 

Who invented jet engines? The Chinese.

When Deng Xiaoping visited the UK to buy Spey 

engines, Spey agreed to sell their engines to China. 

When Deng asked further whether they would sell their 

engines for military use, they also said they would. At 

that time, what China wanted was to buy civil engines 

and use them to make civil aircrafts.

Later on, the British also sold engines for military 

use. The engines in China's Xian H-6 bombers were also 

bought from the UK.
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When Deng stood up and saluted the British scientists 

on-site, the British scientists stood up to return a salute. 

They said, "We have to thank the great inventions from 

Chinese scientists."

When Deng returned to China, he managed to find 

out who invented this engine. It was Wu Zhonghua. 

Where was this guy? He was breeding pigs in Hubei 

Province. So Deng decided to assign the inventor to 

serve as the Director of the Institute of Engineering 

Thermophysics in Beijing. Why couldn't we build on Wu's 

work and delve deeper into it? Why couldn't we make 

theoretical breakthroughs in jet engines?

Now, aircraft engine design is an experimental 

science, not a theoretical science. But aircraft design 

must be a theoretical science. You can have a look at a 

speech about aircrafts by Sergey Kuzhugetovich Shoygu 

in Russia.

According to him, US aircrafts are very sophisticated 

and they can fly for 4,000 to 5,000 hours. But Russian 

aircrafts are not that advanced and can only fly for 1,000 

hours.

Shoygu asked, can an aircraft fly for 1,000 hours 

during wartime? Actually, most of them are destroyed 

before they get the chance to fly for 1,000 hours. So why 

bother creating an aircraft that can fly for 4,000 or 5,000 
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hours? What's more, they are very expensive. So the 

Russians have determined their aircraft design principles 

according to their actual needs.

He said that an aircraft was not flying very fast 

because it lacked a flat metal surface. So the Russians 

added layers of laminar film to the wings of the aircraft. 

This helped solve the lubrication issue at high-velocities. 

This way, Russian aircrafts could fly very fast as well.

The stealth principle of the F-22 stealth fighter was 

invented by mathematicians from the Soviet Union in 

the 1950s. They said that the diamond cut surface had 

stealth functionality. But after a long period of research, 

the Soviet Union concluded that this function was 

useless. Why? Because they couldn't make it happen.

They approved the publication of the paper on this 

principle. When the Americans read the paper, they 

thought they had found a treasure. It took the US 20 

years to produce the F-22 stealth fighter. But now, our 

meter-wave radars can detect F-22 fighters.

In fact, there were many scientists doing original 

research in China in the 1950s, but now there are 

bubbles everywhere. How can this research environment 

help make our country more competitive in basic 

research? We need to change the environment for 

research.
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You made a very important point just now – we 
must be clear about what independent innovation is 
truly about. So are you against closed, and repetitive 
independent innovation?

Ren: If you mean the spirit of independent innovation, 
then I support it. But if you are talking about doing 
innovation independently, then I object it.

If you define independent innovation this way, others 
would refute your point by referring to HiSilicon.

Ren: When it comes to innovation, HiSilicon also stands 
on the shoulders of others.

Zhu Guangping: Independent innovation does not 
mean innovating all by yourself. The key to innovation 
is to grasp the core part of a system, rather than 
reinventing the wheel. This would be meaningless.

Mr. Ren places great emphasis on mathematics. At 
its core, mathematics answers both the whys and hows. 
Say, you can easily make a hoe, does that mean you 
understand the principles behind it? What is the best 
shape, for example?

We know we can verify these things through 
experiments. But what are the theories behind these 
experiments? How can we identify the gaps between 
our theories and experiments? What are the limits? We 
have to verify these with theories.
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I don't agree with you. When it comes to automotive 
manufacturing, some say that Li Shufu is an important 
figure in China's automotive industry, because he 
was able to lever Volvo with capital. But people also 
call him "a giant with short legs", because he does 
not possess the technology to produce engines. Most 
automotive companies in the world possess the 
technology to produce engines, but Chinese companies 
don't. In this case, isn't independent innovation critical?

Ren: I'm not against Li Shufu, but can we say things like 
shock absorbers, steel shims, and tires are the products 
of independent innovation?

Let me tell you a story about how Germans make 
cars. When I visited Stuttgart in Germany, the dean of 
the University of Stuttgart's faculty of engineering took 
me to observe their first-year students' class during their 
first few weeks. Each student was given a piece of iron 
and a drawing of a wheel gear. They then had to make 
a gear with just a knife. After they made the gear, they 
would not be graded. They could only receive a grade 
when they fitted the gear into the gearbox, and the car 
had driven away and back safely. This is what underpins 
the German automotive industry.

What are the differences between European cars and 
Chinese cars? Why are European cars more expensive? 
Because they are more reliable. Many companies can 
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make cars, but that doesn't necessarily mean they can all 

make best cars. To make good cars, you need extensive 

technological achievements of human civilizations. So I 

don't think it can be called independent innovation.

Zhu Guangping: Independent innovation doesn't mean 

you do everything yourself. It means you need to find out 

what you are good at. We all know that weaknesses are 

usually what lead to failures. So the key is to identify your 

strengths.

Ren: We can buy things that we are not good at making 

ourselves. Why bother making things we are not good at?

If you can't buy things you don't have, then are you 

doomed?

Ren: The situation we are in is an extreme one, and 

not everyone has to go through this. We should 

move forward based on the achievements of human 

civilizations. If it is independent innovation like you said, 

where are you going to get the material for steel plates? 

If you have to source them from others, then it cannot 

be called independent innovation.

Do you think the situation you are in is accidental or 

will it be the new norm for Chinese companies in the 

future?
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Ren: I've never spent time studying specific social issues 
in China. I'm speaking to you today because our public 
relations department is pushing me to do so. They treat 
me a bit like a shield that can block "bullets" coming 
towards us, and that's how I have come to be here. I'm 
old, and I can make some sacrifices because I don't have 
many things to worry about.

I spend most of my time researching the company's 
internal problems. I'm also interested in the technologies 
relevant to our businesses worldwide. This helps me 
identify what strategic mistakes we might have made. I 
don't really get along with my own family. I spend such 
little time with my children and my wife as well. She 
once accused me of only caring about my company, not 
them. If I also cared about social issues, I would probably 
end up losing my family. So I'm not in a position to 
comment on social issues and I don't have extra energy 
to study other Chinese companies.

Is there a way to address the spectrum concerns 
raised by the US Department of Defense?

Ren: I suppose I am addressing it?

I was given a brochure about your previous interview 
transcripts with foreign media outlets. I read it 
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carefully and found some strange questions asked by 

foreign media. In fact, I noticed that there are some 

misunderstanding and ideological issues between 

countries. In your opinion, how can these issues be 

addressed? Have you ever considered changing the 

way Huawei will position and promote itself outside 

China in the future, or what you will do to improve 

your approach to globalization?

Ren: We do not seek to solve our reputation issues 

outside of China through media campaigns. I think we 

will ultimately need to solve these issues by providing 

excellent services to our customers. We are very 

advanced, and our customers will realize this if they start 

using our services.

Let me give you an example. The Chairman of the 

South Korean LG Group once reached out to me and 

said he wanted a 300Mbps LTE network. I even objected 

to him at first. I told him 100Mbps would be enough and 

300Mbps would not be necessary. He came to persuade 

me with the help of two interpreters. He insisted on 

300Mbps. So we sold him equipment that could deliver 

300Mbps. Soon after that, Pope John Paul II visited South 
Korea, and 300,000 people gathered in an area of 1.3 
square miles. Everybody was taking photos and sending 
them out through our 300Mbps network, and the 
network did not crash.
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The second example is about how we helped to 
ensure smooth communications during the Hajj. Before 
we took over the network, all carriers had suffered from 
network breakdowns during the event. However, this 
has not happened once since we started providing the 
services. The very moment before four to five million 
Muslims started praying, everyone would turn off their 
phones. When the praying was over, everyone would 
turn their phones back on and get authentication at the 
same time. But our network still did not crash and all 
communications went smoothly. This is a good example 
of how we shape our reputation in the world. We do not 
seek to change our reputation simply through media 
campaigns.

As for investments outside China, this is because we 
need to do this. For example, we have invested in an 
optical chip factory in the UK, aiming to make the UK 
the hub for the exports of these chips in the future. We 
also have factories in Germany and Japan. We build 
factories as needed, not for the purpose of boosting our 
reputation. We don't need a better reputation; we need 
purchase orders.

Yesterday we visited your Exhibition Hall for Virtual 

Restricted Shares. I had two feelings which lead to my 

two questions for you:
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First, regarding the ownership structure, Huawei has 

taken a totally different path compared to other major 

technology companies in East Asia, such as Samsung 

Electronics and TSMC. In these companies, foreign 

entities or individuals hold at least 50% of company 

shares. This type of ownership structure means 

Western capital can obtain capital gains from leading 

Eastern Asian companies like Samsung Electronics and 

TSMC. What's your view on the differences here and 

the topic of capital gains?

Second, Huawei's ownership structure is a model 

that Huawei has been exploring and finds fitting. 

Huawei has communicated with Western media about 

this over the past few years. But I learned yesterday 

that there are still some misunderstandings among 

Western media outlets. They don't believe Huawei's 

shares are fully owned by its employees. Rather, they 

think Huawei's ownership structure is more of an 

employee rewarding scheme. This tells me two things 

about the West. First, Western technology companies 

value talent and technology, which I admire. On the 

other hand, they tend to misunderstand or simply do 

not understand things that do not work the Western 

way. What do you think is the root cause of Western 

misunderstandings?

Ren: I'm not interested in capital, so I haven't done 
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any research about that. If Western media outlets are 

interested in it, they can do the research themselves. But 

no matter what, I will not let external capital enter our 

company. The problem for our company now is that 

we earn too much money. This is partly because we 

cannot lower prices. If we lowered our prices, the market 

of other companies would be squeezed and Huawei 

would share the fate of Xiang Yu, the Hegemon-King of 

Western Chu, eventually failing. So we cannot do this as 

an industry player.

In this regard, Apple is a role model. It's like an 

umbrella beneath which many small companies shelter 

and survive. If Apple charged low prices, there would be 

no other mobile phones in the world. With the excessive 

money that we earn, we use some of it for strategic 

investments, but we don't seek horizontal expansion. 

Instead, we use it to fund universities and scientists. 

At Huawei, we have scientist conferences which bring 

together numerous leading scientists from around the 

world, which I think is a miracle.

So we don't let external capital into our company. 

Capital investors are inherently greedy, which would 

stand in the way of the realization of our ideals.

What do you think is the root cause of Western 

misunderstandings of Huawei's ownership structure?
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Ren: Such misunderstandings do not appear just today. 
Western misunderstandings about China have existed 
for decades. It's okay as long as our ownership structure 
complies with Chinese laws and regulations.

The US government detained Ms. Meng in Canada, 
and then imposed an export ban on Huawei, citing 
the Department of Justice's sanctions against Iran 
as the reason. In order to find a way out, would 
you be willing to talk with the US government, the 
Department of Commerce, and the Department of 
Justice?

Ren: We have sued the US government, haven't we? We 
would rather talk with them in court through lawyers, 
where the US has to provide evidence against us.

That means you won't talk with them in private?

Ren: I don't have private access to them. Can anyone 
give me Trump's phone number?

I'd like to ask a more relaxed question. Last year, you 
took a family photo with your youngest daughter 
Annabel Yao and her mother Yao Ling in Paris. As a 
snapshot of one of your then-rare public appearances, 
this photo fascinated the outside world. How would 
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you describe yourself as a father and a husband? How 

much time do you spend with your family? Since 

Annabel is now studying at Harvard, what kind of job 

do you want her to pursue in the future?

Ren: I feel I owe my children a lot. I was serving in the 

army when my first two children were still young, and went 

back home every 11 months. When I was at home, my 

children had to go to school during the day, do homework 

in the evening, and then go to sleep. Life went on like 

this every day, so we barely had any communication. 

Life wasn't very easy for my young daughter either. The 

company was struggling to survive at that time, so I had 

to spend over 10 hours at the company every day or go 

on business trips for months. To enter the international 

market and prove that Huawei's success was not built 

on corruption, I stayed overseas for a few months in a 

row and had little contact with my children. They have 

become who they are through their own efforts, and 

they demand a lot of themselves.

My little daughter danced 15 hours a week during 

her middle school and high school. She did homework 

every night after dancing, and didn't get to sleep until 

one o'clock in the morning. At her university, she works 

until two o'clock in the morning, or even until 4 or 5 

a.m. to do algorithms. She loves art, and every time she 

was invited to a debutante ball, she would ask me and 
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her mother whether she could attend. I was always very 

supportive of her. Because if I threw cold water on her 

even once and forced her to choose another way, she 

could easily blame me and her mother for any problems 

she ran into in the future. We felt it would be much 

better to support her in doing whatever she wants to. 

When she brought up the idea of taking a family photo, 

I was the first to support her and allowed her to post it 

online. Her mother had thought that I would decline this 

request, but I didn't. I owe my children, and the least I 

can do is support them, so that my daughter can focus 

on her studies and take control of her own destiny.

Could you please tell us a bit about your wife?

Ren: I have been married twice and have three children. 

My ex-wife is very tough. She used to be a political 

commissar of 300,000 Red Guards in Chongqing. She 

was a big shot back then and I was not even one of the 

Red Guards. I didn't have a girlfriend after graduating 

from university, and someone introduced her to me. 

I don't know what she saw in me, because she was 

already somebody and I was nobody. I had nothing but 

good academic performance. My family was poor and 

my father was locked up in a "cow shed". But she just 

fell in love with me. After 20 years, our marriage came 

to an end. My current wife, Yao Ling, is very gentle and 

capable. She has dedicated over 20 years of her life to 
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educating and cultivating our daughter. She has been 

successful in this regard. My ex-wife gets along with Yao 

quite well, and even my marriage certificate with Yao 

and my little daughter's household registration record 

(hukou) were taken care of by her.

Google has suspended some business with Huawei. To 

respond to this, Huawei has made a media statement. 

I'd like to know how Huawei will be impacted in terms 

of the Android operating system.

Ren: There would be some impact. Google is a great 

company, and we are both finding solutions and 

discussing possible remedies.

I see many job ads by HiSilicon these days, including 

on its WeChat account. Chinese companies, including 

Alibaba and Tencent, are facing the common challenge 

of attracting more high-end talent and international 

talent. What is Huawei's plan for building a high-

end talent resource pool? Have you set any specific 

standards in terms of compensation and benefits for 

high-end talent?

Ren: The answer is a sense of mission. We will certainly 

set specific standards for compensation and benefits, 
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but more importantly, I believe we need to give our 

employees a sense of mission and opportunities to fulfill 

their missions. We also need to allow our scientists to do 

research freely.

I toured Huawei's offices in Europe a few months ago, 

and I found that many non-Chinese employees have a 

good understanding of Huawei's culture. I myself am 

reading some books about Huawei, and I'm curious 

what drives you, as a private company with strong 

Chinese characteristics, to become an international 

company with a generally-accepted corporate culture.

Ren: What you read about Huawei in books written by 

people outside of Huawei is by and large untrue. Most 

of the information in such books comes from online 

documents, but we don't oppose this kind of writing 

because they live on this. I suggest you go to the Xinsheng 
Community  and get access to real Huawei stories. Non-

Chinese employees are basically the same as us, in that 

we both are committed to serving our customers. That 

means we share the same value.

China's work culture, including the recently discussed 

"996" working hour system, has conflicted with 

Western working cultures. I'm wondering how 

Huawei manages and coordinates these conflicts.

Ren: We respect the labor laws in every country where 
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we operate and make sure the working hours are 

reasonable. But our employees have a strong sense 

of mission, which drives them to continuously make 

accomplishments. Our non-Chinese scientists actually 

work harder than our Chinese scientists, and many of 

them still aren't married despite being in their 30s or 

even 40s.

As you mentioned above, Huawei's key operating 

teams are becoming more capable and stronger. While 

layoffs are a sensitive talking point in the Chinese 

market, many ICT companies are going to or have 

cut jobs. Since Huawei was established in 1987, there 

haven't been any massive layoffs. What's your opinion 

about layoffs?

Ren: The number of former Huawei employees exceeds 

the number of current employees. How did they end up 

leaving Huawei? Some of them left of their own will. If 

some business fails, it is the commander's liability, not 

the employee's. When we remove a department, we 

should find a way for its employees who have developed 

many skills as they grow.

For example, the company recently commended 

the application & software department. I approved 

the department's request to invite 10,000 employees 

37



465

Ren Zhengfei's Interview with Chinese Media 

to walk the red carpet, which ended up with several 
thousand employees. In 2017, we held a strategy 
retreat in Shanghai and decided to scale down the 
application & software department which had made no 
major achievements. When we decided to remove this 
department, I was afraid that its employees would suffer 
in their new departments because they might not have 
good performance or their personal grades were low. So 
I privately told the HR department to raise their salaries 
before they left. Two years later when I visited them, I 
found many of them had set out to a new journey even 
before their salaries were raised, and contributed a lot to 
the success the Consumer BG and the Cloud BU. They 
went for strategic opportunities, and got promotions 
while finding the opportunities to make contributions. 
During this process of scaling down, most of the 
redundant personnel were transferred to key strategic 
operating teams. Only a few mediocre employees were 
advised to leave. While restructuring our organization, 
we remove departments, but don't dismiss employees.

Richard Yu said that you used iPhone in the past, but 
now you use Huawei's own high-end phones. Are you 
using a P30?

Ren: The P30 is too advanced. My phones are not the 
latest. If I use advanced phones, I have to study the new 
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functions, which is a waste of time for me. I don't need 

new functions.

Have you always favored the CNBG (carrier network 

business)?

Ren: No. I often scold those who I favor. Otherwise, why 

do I scold them? I also scold Richard Yu a lot.

How do you see the growth of the CBG (consumer 

business)?

Ren: After all, it is a support business. It aims to make 

money and give it to the CNBG to help it become a 

global leader. The CNBG uses the money the CBG gives 

it to charge ahead and capture "Mount Everest". Even 

if we can't grow crops there, it is still right we capture 

it. This is the principle we follow. It's not that I favor the 

CNBG.

I think Richard Yu is very capable.

Ren: I didn't say that he is not capable. You media 

people are all saying good things about Richard Yu. 

Please call Richard right now.

Can you summarize the development of the CBG 

over the past several years?

Ren: When we recognize a department, we must 

not just praise it. We need to correct its mistakes and 
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drive it to move in the right direction. We have a lot of 

reflection internally. Sometimes, members of the Board 

of Directors Executive Committee quarrel, but they will 

often reach a consensus eventually.

Richard Yu: I hope that we can gain more of your support, 

boss. Some of your words might be misinterpreted or 

misunderstood, and some people even used these words 

to attack us relentlessly.

Ren: Richard, you don't walk tall today.

You set a 150-billion-dollar goal for the CBG?

Ren: They set it themselves, and I am sure they will not 

attain it.

You place hope in them, aren't you?

Ren: Market demand has approached the saturation 

curve. When you move forward along the saturation 

curve, you may put in a lot of effort, but cannot widen 

the gap between you and the followers. The gap will 

only gradually narrow. For example, it is very difficult 

to download two movies within a second. It doesn't 

actually matter much to users if they can download one 

movie or two movies within a second. Even if we invest 

heavily in technology for this, we won't see any big 

difference in its application. This will easily cause losses 

to the company. It is easy to take the lead while an 
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industry is rising. However, it is hard to do so when we 
begin to approach the saturation curve. Therefore, I am 
not sure what will happen in the future.

Regarding the shareholding structure. I previously 
interviewed some Huawei employees. They are very 
concerned about one issue: In the past, Huawei's 
shares grew along the way, and they bought many 
shares in Huawei, which benefited them tremendously. 
However, they have one question now. Uncertainty 
about the future is increasing. If Huawei encounters 
problems, will dividends and earnings per share be 
impacted?

Ren: Naturally. Whether to buy or sell company shares 
is up to the employees themselves. The mechanism 
is open and our employees are not bundled with the 
company. Dividends from Huawei shares are expected 
to drop. Our Blue Team has criticized the company 
for "distributing dividends at a rate of more than 30% 
for 30 years in a row." They asked, "How long will this 
continue?" Therefore, I criticize the Board of Directors 
Executive Committee every year, saying that profits are 
increasing so much, and our strategic investment is not 
sufficient. Their self-reflection minutes for the previous 
year are still on my desk, and I haven't approved them 
yet. This year, Donald Trump approved the sanctions on 
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Huawei, which may cause our profits to drop slightly.

This means they need to take the good with the bad?

Ren: We understand what some employees think, and 
they can take back their money if they want.

You just mentioned that as long as you don't allow 
capital into Huawei, you can adopt any path for your 
future development. Capital is a very sensitive topic 
and we've already heard all kinds of rumors.

Ren: Rumors are just rumors. We will never allow capital 
into Huawei. This is a consensus shared by all our 
executives. We work for ideals, not money.

Regarding the operating system, which department 
is responsible for it? Will you open up the source 
code to attract some developers?

Ren: I can't say for sure which department is responsible 
for this. We will try our hand at this. It is not technically 
difficult to develop an operating system. What is difficult 
is building an ecosystem. This is a big issue, and we 
should take it easy.

Yesterday, I went to visit your Exhibition Hall for Virtual 
Restricted Shares and I was shocked. Huawei is highly 
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bundled with the rights and interests of its employees. 
You hold only 1.4% of company shares and you only 
have the power of veto. In many companies today, the 
founder often has rights that align with their shares 
or demands more rights than their shares can provide. 
Your influence in Huawei is incredible. What is the 
essence of this?

Ren: At the beginning of the year, we completed 
the election for representatives of our shareholding 
employees, who become members of our new 
Representatives' Commission. This was a result of more 
than one year of preparations. These members were 
elected on a one-share-one-vote basis. Why didn't 
people outside Huawei know about this? I don't know 
why our employees have voluntarily kept this a secret. 
These representatives of shareholding employees do not 
represent shares. Instead, they represent shareholding 
employees and vote company decisions on a one-
person-one-vote basis. The company's Board of Directors 
makes decisions through voting, which also follows the 
one-person-one-vote principle. As authorized by the 
Board of Directors, its Executive Committee manages 
the company's daily operations.

You have never used your power of veto, Mr. Ren. 
Have you ever wanted to use it at a specific moment? 42



471

Ren Zhengfei's Interview with Chinese Media 

Or, what would be likely to prompt you to use your 
veto in the future?

Ren: "Brexit." There was a date that my power of veto 
would expire. I had planned to give it up when that 
date arrived. However, when we passed the new Charter 
of Corporate Governance , the UK happened to vote 
on Brexit. If we allowed voting as they did, the fate of 
Huawei might be ruined as a company. That would 
be a regret, so we retained the power of veto, which 
is temporarily in my hands. When some members of 
our Executive Management Team exit to form a Core 
Elite Group, I will give up this power and hand it over 
to the Core Elite Group, which will be made up of seven 
people. Then the Core Elite Group will be able to veto 
decisions on critical issues. Normally there is no need to 
use the power of veto on business matters.
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Tom Mackenzie: Mr. Ren, thank you very much for 
the time to talk to us. President Trump has described 
Huawei as a dangerous company. He said, and I'm 
quoting, "From a security standpoint and from a 
military standpoint, this is a dangerous company." 
How do you respond to that?

Ren: I have no idea why he considers us to be a danger. 
We provide information and communications services 
to three billion people around the world, including those 
in underdeveloped African countries and other hardship 
regions. Like missionaries in the past, we try hard to 
bring culture (communications services) to the depths of 
the thickest forests. We have been serving humanity with 
religious devotion. How is it possible that he considers us 
to be a danger?

5G is not an atomic bomb. It is a tool for communicating 
information. The content of communications has nothing 
to do with the tool. Take a microphone as an example. 
We cannot say that this microphone is a dangerous tool, 
because it can transmit and amplify voices. But those 
who speak with a microphone may say something that 
poses a threat. How can a tool itself be dangerous?

His accusation is unsubstantiated. Does he have the 
confidence to analyze the accusation for the public?
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Tom Mackenzie: The US decision to blacklist Huawei 
is being framed by some US lawmakers as a death 
sentence for the company. Do you see this as a 
question of life and death for Huawei?

Ren: First of all, the US has decided not to purchase our 
equipment. This is their freedom in a market economy. 
They can choose not to buy or sell a product. This is 
not an issue. But the US believes that we pose a threat 
to security. We have virtually no presence in its market. 
How does its security have anything to do with us? It 
has nothing to do with us.

The US is a country ruled by law. In such a country, 
what's most important is evidence. But the US has failed 
to present any evidence to prove that we are a security 
threat and instead has directly added us to this blacklist. 
A journalist once asked Mike Pompeo where the 
evidence was. See what his reply was. He said that they 
asked the wrong question. So I think it may be wrong to 
add us to the Entity List.

The US is acting with too much anxiety. This is 
irrational. The country has dominant advantages all over 
the world and this has been so for quite a long time. 
Even if some countries manage to catch up in the future, 
the US still has its relative strengths. Certain companies 
make some breakthroughs in certain areas. They should 
be happy about this, because other players can work 

02



475

Ren Zhengfei's Interview with Bloomberg TV

with them to provide better services to humanity. How 

can they consider this a threat?

Is it possible that Huawei will collapse after being 

put on the list? No, we won't. But our aircraft is bullet-

riddled. As you can see in this photo, this is an Il-2 

bomber made by the former Soviet Union during World 

War II. It is actually a portrayal of Huawei. Despite being 

badly damaged, we don't want to crash and just want 

to make our way back home. Our current situation 

is difficult, but it won't cause us to collapse. Adding 

Huawei to the Entity List may cause us some trouble. 

But we are repairing our aircraft while adjusting our 

route back. We will definitely survive.

We will still be a global leader in 5G, as well as some 

other areas. And our competitors won't be able to catch 

up with us within one or two years.

Tom Mackenzie: You talk about the aircraft analysis 

and it's an interesting one. The list of companies that 

supply Huawei with components, as well as software, 

and are now cutting off the supply of both is growing. 

This includes Qualcomm, Intel, and Google. So I guess 

the question is, how long can you survive without 

these supplies, in terms of both components and 

software?

03
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Ren: The US is not the world's police and should not 
seek to manage the whole world. Other countries can 
decide whether to do business with us based on their 
own interests and positions. If a company decides not to 
trade with us, we'll patch that hole in our aircraft with 
sheet metal or cardboard. We will keep flying and do the 
repairs at the same time, so that the aircraft continues to 
fly. How long can it fly? How should I know? We hope 
to make it to the top of Mount Everest. That's our ideal. 
The US shares this same ideal. The difference might be 
that they climb up from the south, with a backpack full 
of canned beef and coffee. We are moving up from the 
north with field rations. Without bottled water, we need 
to melt snow to drink.

Why does the US go to such extremes when dealing 
with Huawei? What makes them so scared? The US is 
so powerful. Why does such a small company as ours 
deserve so much attention from them? I'm thrilled 
about this, as we are valued and our role has been 
exaggerated. What the US has done is publicity, good 
publicity actually, for us. I'm very grateful for what they 
have done.

Tom Mackenzie: You talked about reaching Everest. 
What does that mean? What does Everest look like 
for you? What is the company's ultimate goal once 
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you reach it?

Ren: I think Huawei's goal is to work hard to develop 
advanced technologies and provide cutting-edge 
services to humanity. The US also wants to achieve this 
goal. What's wrong with us sharing this same goal and 
providing services to humanity?

Tom Mackenzie: Do you think the recent actions by 
the US will be more painful for Huawei or for your 
US suppliers?

Ren: It hurts both.

Tom Mackenzie: In terms of 5G, because there has 
been a lot of focus on 5G technologies, can you 
continue to offer the same quality, in terms of 5G 
technology, without US components?

Ren: We don't have problems with 5G. We can maintain 
the quality of our most advanced products.

Tom Mackenzie: In terms of the services of core 
networks, have you developed your own chips that 
can replace US supplies?

Ren: Yes.

Tom Mackenzie: Do we have a timeframe when those 
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in-house chips developed may be able to be used as a 
substitute for some of those US supplies?

Ren: Actually, we have been using our in-house chips 
for a long time. We used to have a "1+1" policy – half 
of the chips we used came from Huawei, and half from 
US companies. This could protect the interests of our US 
suppliers as well. We could also verify that our products 
worked in real-world scenarios this way. If the US 
imposes more restrictions on Huawei, we may have to 
use more of our in-house chips than those from the US. 
If Washington allows US companies to continue selling 
chips to Huawei, we will continue buying US chips in 
large quantities. US companies and Huawei have a 
symbiotic relationship. We will not discard our partners 
just because we are able to make chips on our own; 
otherwise, no one would be willing to cooperate with us 
in the long term.

Our goal in making our own chips is not to substitute 
other companies and create a closed system. Our 
goal is to better understand future technologies. We 
don't intend to completely substitute the chips of US 
companies. We hope to maintain long-term, amicable 
relationships with US companies. The point is not that 
we will replace the chips from the US when ours are 
already. We've been using our own chips all along.
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Tom Mackenzie: Are you looking to change your 

supply chains at all to ensure that you have the 

components that you need? Is that a process that 

you're looking at now?

Ren: No. We will keep our existing supply chains 

unchanged, and will continue placing purchase orders 

with US companies. If they can no longer provide 

supplies to us, then the proportion of our in-house 

products will increase. It is up to us to find ways to solve 

our own problems.

Tom Mackenzie: As it stands, Huawei is the leader 

in 5G technology. Can the actions of the US be 

an advantage to your competitors like Nokia and 

Ericsson?

Ren: Yes, it will be good for these companies. When they 

can make more money, they can better serve humanity. 

Both Nokia and Ericsson are great companies. Many 

years ago, when the EU wanted to sanction Huawei for 

dumping practices, Sweden and Finland were the first 

to object. I would say this was due to prompting from 

Ericsson and Nokia. We have treated each other well, 

and we have never seen each other as an adversary. Isn't 

it a good thing if they can secure more market share 

and assume more responsibility for serving humanity in 
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place of us?

Tom Mackenzie: You talked about having two-year 

lead in terms of 5G on your competitors. Does that 

lead get eroded?

Ren: Of course. If we fly slower because our aircraft wings 

are riddled with bullet holes, our peers can certainly catch 

up because they can fly faster. But we are fixing these 

holes, and when this work is done, we will fly faster.

Tom Mackenzie: How much damage do you expect 

to be felt in the consumer division of your business – 

smartphones and laptops, which depend on US chips 

and US software?

Ren: Huawei is definitely impacted. The precise extent 

of impact will be assessed by the respective product line 

or department. They will find alternatives, or remedies, 

so to speak. We will pursue reasonable progress. Our 

growth rate may not be as high as predicted, but we will 

still see growth. The fact that we can continue growing 

in the most challenging environment shows that we are 

a great company. Of course, I have never bragged about 

myself in my whole life; I'm just praising myself this time 

because we are facing the biggest difficulty so far.
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Tom Mackenzie: And you have bragging rights 

because earlier this year you overtook Apple as the No. 

2 smartphone maker as your smartphone sales in the 

first quarter jumped by 50%. And because you do have 

the goal of becoming the No. 1 smartphone maker in 

the world, does that goal now have to be shelved?

Ren: Apple is huge. Two years ago, we became a bit 

bigger than them – like a peach. In the next two years, 

we may have become smaller than them, like a plum. 

But a plum is still fit for consumption, even though it 

may taste bitter.

Tom Mackenzie: So you still want to be the No. 1 

smartphone maker?

Ren: No. We can scale either up or down. Huawei is not 

a public company, so we don't aim for big numbers or 

high profits. Survival is the best thing we can hope for.

Tom Mackenzie: I want to ask about your operating 

system. We've been told that you want to develop 

your own in-house operating system. Can you tell us 

what that's going to look like and when we can expect 

to see that?

Ren: When it comes to the operating system, the 

difficulty is not the technology. Building an ecosystem 
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is the most difficult thing. Apple and Google have built 
robust ecosystems. Huawei has always supported the 
ecosystems of Apple, Google, and Microsoft. We have 
followed their lead. There will be new operating systems, 
for the Internet of Things and the like. Can we develop 
some simple operating systems? I can't say for sure 
that we will be doing very well in this, but we will make 
effort. Just as how we produce other components, chips, 
and products – we put effort into it.

Tom Mackenzie: So the key challenge is building 
an ecosystem, because Apple and Google spent 
years building their ecosystems. Will that be a key 
challenge around OS?

Ren: Yes, you'd be right.

Tom Mackenzie: There are calls by some in China for 
Beijing to retaliate against Apple. Is that an option 
that China should be looking at taking?

Ren: Definitely not! If it were, I'd be the first to oppose 
such actions. Why should we act against Apple? Apple is 
a great leader in the world. Without Apple, there would 
have been no mobile Internet, and the world would 
not have been as colorful as it is today. Apple is like a 
teacher to us, leading our way forward, and a student 
would never act against his teacher. If Beijing does so, 
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you can come interview me and I will be the first to 

voice my opposition to blocking Apple.

Some people say that since the US has blocked 

Huawei, China might as well block Apple. I've always 

been against this idea. Apple is a great company that 

serves humanity. Why shouldn't we use Apple products? 

Some of my family members are using iPhones, and 

Huawei phones as well, of course.

Tom Mackenzie: Does that nationalism and populism 

concern you?

Ren: No. We strongly oppose populism and petty 

nationalism. In a global economy, we must work 

together to achieve shared success. We live in a big 

world, and it's impossible for a single company to 

support the world alone. Again, we strongly oppose 

populism and nationalism. Even if we can rise to become 

the world's No. 1, we will partner with others to serve 

humanity, not just by ourselves.

Tom Mackenzie: President Trump has repeatedly 

suggested that Huawei could be a factor in any trade 

deal between the US and China. How likely is that, do 

you think, from your perspective?

Ren: The US has sued us and we have filed our 

14



484

Ren Zhengfei's Interview with Bloomberg TV

counterclaim. Now that the cases are undergoing legal 

proceedings, what do we need to negotiate? We will leave 

them to the court. We don't have anything to do with 

China-US trade talks. The US has bought almost nothing 

from Huawei, and even if they want to in the future, we 

would not necessarily sell to them. It's better that we wait 

for the court's ruling. I believe the US justice system is 

open and transparent.

Tom Mackenzie: I just had to bring it up because it's the 

President saying, Huawei could be a part of these trade 

negotiations, which is why I brought it up.

Ren: If he called me, I might not pick up. He doesn't 

have my phone number though, of course.

Tom Mackenzie: Trump says he is master of the art of 

the deal. You're a deal maker as well. Do you think 

you could make a deal with Trump if that was a 

possibility?

Ren: How can we negotiate with Trump after the US 

sued Huawei? The US is a country ruled by law. We 

should leave the case to the court.

Tom Mackenzie: You have said in the past that you 

think President Trump is a great president. Do you 
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still think he is a great president?

Ren: Trump is a great president. He tells the whole 

world that Huawei is a great company and not to sell us 

components. As a result, we are winning more contracts 

and can hardly keep up with the increasing orders. He is 

a great president because he tells the world how great 

Huawei is.

Tom Mackenzie: Many people see parallels between 

ZTE and Huawei. ZTE last year accepted a deal with 

the US that involved changing their board and paying 

a significant fine. It involved quite significant oversight 

as well. Are there any conditions that would be 

possible to Huawei if that meant lifting the yoke of 

these restrictions?

Ren: I don't know about ZTE and haven't engaged with 

them before. The US sued us at the District Court for 

the Eastern District of New York, where we will defend 

ourselves. We will see them in court.

Tom Mackenzie: Your daughter is being held in 

Canada and faces extradition to the US from 

Canada, and she's facing charges in the US of fraud 

and breaking sanctions against Iran. Those are the 
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allegations from the US side. President Trump has 
suggested that he could intervene to help your 
daughter, presumably you welcome that kind of 
intervention?

Ren: Canada is a country ruled by law. We will clarify 
in court how the Canadian government acted illegally 
during its law enforcement. Meng has not committed 
any fraudulent activities. We have made this clear in 
court. Both the US and Huawei should provide evidence 
in court in the future, and we have our evidence. Meng 
was treated unfairly, which may have been politically 
motivated. Since Trump himself is a politician, how could 
he intervene? He just wants China to offer some benefits 
to the US. We didn't commit any crime, so why should 
we ask our country to offer benefits to the US?

Tom Mackenzie: Have you spoken with Meng lately?

Ren: Yes.

Tom Mackenzie: How is she?

Ren: She is studying while under house arrest.

Tom Mackenzie: Do you think the legal action against 
Canada and the US is helping your cause, or is there a 
risk that it inflames tensions?

Ren: The US and Canada took action against us first; 
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we then countersued. Why are we considered to be the 
one disrupting the social order, when we are merely 
responding to the call of the US? Why did the US sue us 
even though they knew that it would disrupt the social 
order? Why shouldn't we file a counterclaim after they 
sued us? The US is a fair, open, and transparent country. 
It has the right to sue us and we have the right to 
defend ourselves.

Tom Mackenzie: What do you think America's long-
term strategy is, when it comes to China? Do you think 
it is about trying to, as some would argue, contain 
China's rise?

Ren: I'm not a politician and I don't know about politics. 
You need to ask President Trump these questions 
because he is a politician.

Tom Mackenzie: You have rich experience and you've 
built up a phenomenally successful business. You've 
traveled to many countries and you're very well versed 
in what happens internationally. There are some who 
have said that this is the point when we are facing, 
essentially, a new cold war. Is that a risk?

Ren: I don't think I'm a very capable person. My 
capabilities are limited to managing this company. I turn 
a deaf ear to things irrelevant to Huawei and I don't 
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comment on them, including things relating to China. 

This is because I don't know about the practices of other 

Chinese companies.

My travels to many countries have been for fun only. 

I could talk at length if you were to ask me about which 

places have good coffee, or which places have beautiful 

scenery, but I am not the right person to ask when it 

comes to politics.

Tom Mackenzie: OK, let me ask you about technology. 

Because there are those who say that if we keep 

going down the path we're going down, we'll have a 

situation where we, essentially, have two technology 

ecosystems: one driven by China, one driven by the US. 

Is that a risk?

Ren: The world has always walked a bumpy road. In 

the industrialized age, we had different standards for 

railways: narrow track, standard track, and wide track, 

which hindered the development of international trade. 

Back then, everything moved slowly, so the different 

standards of railways didn't create much trouble. When 

it comes to communications standards, we had multiple 

standards before 5G appeared. Different standards 

drove up costs for users and made it difficult to access 

communications services.
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Since 5G appeared, bandwidth costs have been 

greatly reduced. In terms of network capacity, 5G is 

20 times larger than 4G and 10,000 times larger than 

2G, but the size of 5G equipment is much smaller 

and its power consumption is only a tenth of what 4G 

equipment consumes.

In this new age, even those without much money 

can afford broadband services, giving them more 

opportunities to receive cultural education. In the 

information society, children even in remote regions can 

see what the world looks like. Then they will develop 

faster, grow more harvests, and create more wealth. 

More people will be lifted out of poverty. All this will 

benefit society.

I'm not sure whether there will be two systems of 

technical standards. If yes, when the two sides meet at 

the top of the mountain, with one climbing from the 

north and the other from the south, we will not fight 

with each other; instead, we will embrace each other 

to celebrate our success in driving the digitization of 

humanity. We will toast to each other. Since there is only 

snow at the top of the mountain, we will use melted 

snow instead of champagne for the toast. Ultimately, 

we are jointly serving humanity. It doesn't really matter 

whether there is one standard, two standards, or more 

standards. What really matters is reducing service costs.
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Tom Mackenzie: As you sit here today, what is your 

assessment of how long this trade war could go on? 

We've heard a former Chinese senior official say it 

could continue till 2035. We've heard Jack Ma say it 

could go on for two decades.

Ren: I don't know how to predict this. I'm only 

responsible for managing our company. Our business 

can be scaled up or down. When under attack, our 

business could be scaled down to the size of a table 

tennis ball. Then it could be scaled up to the size of a 

volleyball, and then to a basketball. We can adjust the 

size of our business anytime.

Tom Mackenzie: The critics of Huawei would say that 

you've got to where you are through intellectual 

property theft and government support. What is your 

response to that?

Ren: We have developed technologies that the US 

hasn't developed yet. How could we steal technologies 

that do not even exist? We would need to wait for 

the US to invent them first. Regarding whether we are 

supported by the government, we have been audited 

by KPMG, and KPMG can provide you with our audit 

report. Jumping to conclusions could result in a wrong 

judgment. If we were behind the US in terms of 

22

23



491

Ren Zhengfei's Interview with Bloomberg TV

technology, would US politicians step up efforts to attack 

us? We are attacked because we are ahead of them.

Tom Mackenzie: In the past, you faced legal challenges 

from Cisco, from Motorola, and from T-Mobile. What 

does that say about the culture of the company, and 

what steps have you taken to address those issues 

that came up as a result of those legal cases?

Ren: First, all of these cases have been heard in court 

in the US. We must respect the courts' judgments. 

We require all of our employees to never violate 

any regulations or laws. We have a huge amount of 

technology. If someone asks what contributions we've 

made to humanity, I would say we have over 90,000 

patents, many of which are patents we have recently 

obtained for the information society. We have made 

huge contributions to the information foundation of 

the digital society. Among our patents, over 11,500 core 

patents were filed in the US, and the US government 
has approved these patents. They should come to 
understand Huawei's contributions to humanity, and the 
disputes between us may be gradually resolved.

Tom Mackenzie: How did you manage to go from 

behind your competitors, like Ericsson, like Nokia, to 
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being the leader in 5G? What steps were implemented? 
How did you manage to make that leap?

Ren: First, we work while others are having coffee. In 
general, we work much harder than others. Second, 
individually, we are not that wealthy. We distribute our 
profits to employees, and this helps attract excellent 
scientists and talent to join us. I am not super wealthy, 
although I suppose I am rather rich. It is true that I was 
poor in the past, but I have been forced to become 
rich over the past 20 years. As a Chinese saying goes, 
people gather around you when you share money with 
them. When we share our money, scientists around the 
world come to join us or work with us. That explains our 
fast pace of growth. Perhaps scientists come to join us 
because in the US, more money is going to Wall Street, 
not to scientists.

Tom Mackenzie: If at a moment of national crisis, the 

government came to you and said, "We need your 
help, we need your cyber skills, and we need access to 

your network because it's for the good of the country, 

for the government, for the good of Chinese people," 

how would you respond?

Ren: We would definitely not install backdoors. We 

won't ever do such a thing. We are serving humanity, not 

intelligence agencies. Why would we install backdoors?
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Tom Mackenzie: You are a member of the Communist 
Party. You've taken an oath of allegiance to the 
Communist Party. If the Communist Party leadership 
came to you at the moment of conflicts between the 
US and China, do you say no to that oath? Do you 
break that oath and stand by the company? How do 
you make that decision?

Ren: According to its oath, the Communist Party of 
China is loyal to the people. The oath does not include 
anything against the US.

Tom Mackenzie: Just help us understand, what are 
the practical steps for denying a request like that in 
China?

Ren: The Chinese government has never made any 
such requests. According to an article published by a 
German newspaper, no backdoors have ever been found 
in Huawei's systems. The UK said it has the toughest 
and most rigorous oversight regime in the world for 
Huawei; that's why they trust us and continue to use 
our equipment. Huawei has a proven track record in 
security, and we will never accept any request to implant 
backdoors or collect intelligence for anyone in the future. 

Tom Mackenzie: You mentioned the UK. They 
published a report through your cyber security center 27
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there last year, saying that they were very concerned 

that Huawei hasn't addressed some of the issues that 

they brought up with Huawei, that those issues posed 

a risk to Britain's telecom companies?

Ren: This report criticized Huawei in a well-intentioned 

way. Indeed, Huawei is not without its flaws. If there 

are issues that need to be addressed, we will make 

improvements.

You can also ask some US companies whether they 

would comply with any request to install backdoors, and 

see what their answer is.

Tom Mackenzie: How would you characterize your 

relationship with the Chinese government?

Ren: I pay taxes to the Chinese government and abide 

by Chinese law.

Tom Mackenzie: Have you spoken to the government 

since the blacklisting?

Ren: There is no need for me to do that. Regarding our 

issues with the US government, we will leave everything 

to the court to decide. Why would I need to talk to the 

Chinese government?

Tom Mackenzie: There have been reports that they 
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might be looking at offering financial assistance to 

your company. Is that something you'll consider?

Ren: There has been no such thing. You will be able 

to see that in our financial statements. If Western 

banks reduce loans to Huawei, we may apply for more 

loans from Chinese banks. In the past, we borrowed a 

considerable amount from Western banks because of 

their lower interest rates. However, if Western banks 

refuse to offer loans to Huawei, we will get loans from 

Chinese banks even though the interest rates are higher. 

This is only about business. It has nothing to do with the 

government.

Tom Mackenzie: Does the Chinese government, or any 

of its entities, own any stake, any part of Huawei?

Ren: No, absolutely none at all.

Tom Mackenzie: A lot of this, maybe all of this, comes 

down to a question of trust and, from the US side, 

mistrust of Huawei and of China. Do you think there 

are additional steps, beyond the steps you've already 

taken, that you could take to improve that trust, 

whether that is restructuring the company or listing 

the company? Is there anything you can do to build on 

that trust?
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Ren: We have worked with our customers for 30 years, 
and we are serving three billion people. The trust our 
customers and users have in us will not simply disappear 
because of something someone says to them.

Huawei will not go public in order to earn some 
people's trust. We are clean, so we don't need to worry 
about what others have to say about us.

Tom Mackenzie: Are you winning the argument in 
Europe?

Ren: We definitely do not have the upper hand. The US 
is very good at influencing public opinion around the 
world. Huawei's voice is too soft; it's like the sound of the 
wind blowing against the grass, which is overwhelmed 
by the sound of the waves at sea. Nevertheless, we need 
to speak out and make our voice heard. In the past, 
we believed that silence does not mean cowardice and 
tolerance does not mean apathy, and we kept stepping 
back, but they just didn't want to give us a break. So we 
want to say something. However, ultimately not many 
people would be able to hear what we say, because the 
US is very good at influencing public opinion.

Tom Mackenzie: Your business success certainly speaks 
to the trust that you have clearly built up with many 
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of your clients. But the question of trust applies to the 
government, and I wonder if there is anything that 
you feel, personally as CEO and founder, you could 
have done to improve that trust, or to build that trust?

Ren: In fact, most governments trust Huawei very much. 
When disasters happen anywhere in the world, Huawei 
is often among the first to stand up and respond to the 
disaster. When a devastating earthquake hit Japan and 
caused a serious nuclear disaster on March 11, 2011, all 
other companies evacuated at this critical moment. But 
Huawei employees stayed and headed in the opposite 
direction towards the disaster-stricken area to restore 
communications equipment, which supported the repair 
of the nuclear power plants. When Meng Wanzhou flew 
from Hong Kong to Tokyo at that time, there were only 
two people on that flight. One was Meng Wanzhou and 
the other was a Japanese person.

We are a responsible company that works for the 
destiny of humanity. After Indonesia was hit by the 
devastating tsunami, Huawei immediately donated 
plenty of cash and equipment, and several hundred 
Huawei employees promptly set out to the coastal area 
to restore communications equipment, which greatly 
facilitated the disaster relief effort.

During the magnitude-9 earthquake in Chile, three 
of our employees were trapped at the seismic center 
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and lost contact with us. The rep office called me, asking 
whether they should send people to find them. I said 
that since there might be aftershocks, we should wait 
patiently; otherwise, the rescue team could also be 
trapped by the earthquake. After waiting a few days, the 
three missing employees finally called us and said they 
were safe and sound.

However, the local director didn't know that Huawei 
had decided to put lives above all. He asked these 
three employees to go to repair the broken microwave 
devices. So they just got their backpacks and headed 
straight to the center of the disaster area to support the 
relief effort. We have made a short, three-minute video 
based on their story, with these three employees playing 
themselves.

Later, when I went to Chile, the country's richest man 
gave me a box of fine wine. I then went to see one of 
the three employees and gave the box of wine to him. 
He happily accepted and didn't bother to share a bottle 
with the senior executives sitting next to him. He is such 
a straightforward, great person.

In addition, Huawei has been working hard in many 
areas of Africa stricken by infectious diseases, such 
as plague, Ebola, AIDS, and malaria; many Huawei 
employees there even contracted malaria themselves. 
Therefore, Huawei applies a famous rule of the US army 
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for promotion, which says that only people who have 
been on the battlefield, engaged in battle, and gotten 
scars can be promoted. At Huawei, people who have 
never worked in hardship areas will not be promoted to 
senior leadership positions.

Tom Mackenzie: Let me go back a little bit to your 
history. I want to paint a picture for our audience of 
who you are and what motivated you. How did you 
go from being an engineer in the People's Liberation 
Army to building and setting up Huawei as a 
company in 1987?

Ren: My personal experience can be divided into two parts:

The first was when I worked within the system of 
a planned economy. I had served in the army before 
the large-scale disarmament, when China adopted a 
planned economy system. Within that system, I served 
as an engineer up to the level of Deputy Regimental 
Chief. But all of a sudden, the army carried out a large-
scale disarmament, and many of us had to leave. We 
were directly thrown into the vast ocean of the market 
economy.

Thus, the second part of my life was spent working 
in the market economy. At first, I had no idea what 
the market economy was about. For example, I didn't 
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understand why people sold something at the price of 
12 yuan when it was bought with only 10 yuan. Wasn't 
that cheating? My thinking was still restricted by past 
experience. Naturally, I choked many times in that ocean 
of the market. I also trusted everyone too much. When 
I worked in a small company, some people cheated 
me out of money. I tried to get the money back, but I 
couldn't afford to hire lawyers. So I studied the law on 
my own to defend myself. After I read the laws of many 
countries, I realized that the market economy was in fact 
about two things: the goods and the customer; and the 
law governs what's in between – the transaction. I can 
never control customers, but I could get hold of goods 
and follow the law. That's what motivated our R&D 
efforts. We must do research on goods and sell them to 
our customers through legal transactions, if we want to 
earn money from our customers.

In that situation, I was dismissed by my previous 
employer, so I had to find another job. It was right after 
China had adopted the reform and opening-up policy, 
and begun allowing educated young people to return 
to cities. The government also allowed these young 
people to do business, such as selling tea or steamed 
buns, since they could not arrange jobs for all of them. 
In Shenzhen, starting tech companies was allowed. So 
I decided to give it a try and started Huawei. Actually, I 
set up Huawei because I had no other way to make a 
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living. Ever since founding the company, I have stuck to 

my original idea, which is to make quality goods and sell 

them to customers at reasonable prices to earn money. 

That's the very simple reason why I set up Huawei, and 

how it has managed to get where it is today.

Tom Mackenzie: What were your ambitions for the 

company back in 1987?

Ren: At that time, we didn't even have enough food. 

My only wish was to survive. My daughter was still very 

little. Her mother often told me that she needed to buy 

stale fish and shrimp in the market at 5 o'clock in the 

afternoon and cook them for our daughter to make 

sure she got enough protein, as children cannot grow 

healthily without enough protein. Back then, we were 

only able to maintain the minimum standard of living. It 

was impossible for us to have any ambitions, because we 

didn't even know if we could survive. My most famous 

slogan at Huawei is "survive, survive, and survive". Even 

today, the story of the damaged aircraft that I talked 

about is still about survival. I don't have great ambitions.

Tom Mackenzie: Did you ever imagine that you will 

be sitting here today in this position?
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Ren: People who do not have much desire often turn 
out to be more capable. I have never imagined myself 
here, nor have I wanted to earn a lot of money. So I hold 
only a small portion of company shares. I did not even 
own an apartment back in 2000. My wife and I rented 
only 30 square meters, or half the size of this meeting 
room. It faced west and there was no air-conditioner.

There was no turning back for us. If we did, there 
would be nothing but poverty. But if we moved forward, 
there would be some hope. There was certainly no hope 
if we turned back. So we had to bite the bullet and forge 
ahead. Suddenly, we are seeing the light at the end of the 
tunnel, and finding ourselves at the top of the mountain.

If the US had not attacked us, we wouldn't have 
known that we are somebody in the world. Thanks to 
them, we're now aware of where we stand and we are 
very proud. Even if Huawei collapsed today, we would 
still be proud. Because it was Trump, not a nobody, that 
defeated us.

Tom Mackenzie: To what extent does your military 
experience influence the way that you run the 
business?

Ren: There is no turning back. All we can do is to put 
one foot in front of the other. We have to plod on, 
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powering the grain mill like a donkey. It's the flour we 

grind that gives us the drive to charge forward. Step by 

step, we have somehow managed to overtake others 

and stay ahead. The nature of the military involves 

facing up to difficulties and challenges and moving 

forward one step at a time.

Tom Mackenzie: You had another difficult period for 

the company in 2000. You talked about the year 2000, 

when Cisco sued Huawei over intellectual property 

infringement. Compared to that period, is now a 

more difficult period for the company than 2000, or 

was that still one of the most challenging periods for 

Huawei?

Ren: For us, there has been no period without 

difficulties. Every period is the most difficult.

Tom Mackenzie: It's also being reported that you 

considered selling the business to Motorola in 2000. I 

think it's 2000. Is that a happy twist of fate that you 

didn't end up selling the company?

Ren: I think Motorola was silly in this case. That week, 

Christopher Galvin was replaced by Ed Zander. Mike 

Zafirovski, Motorola's second chair, had negotiated with 
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us on all transaction contracts and signed off on all the 
paperwork.

While waiting for final approval, we all put on floral-
print clothes, ran around, and played ping pong on the 
beach. We then learned that Ed rejected this acquisition.

Years later, when I met the CEO of Ericsson, he said 
Mike had cried when talking about what had happened. 
He wondered why this great acquisition had been vetoed.

At that time, we at Huawei were afraid of the US. We 
knew that we were going to have to square off against 
the US as we continued to develop. We knew who we 
were then, so we planned to sell Huawei and go into 
the tourist and tractor sectors. But the deal failed, so 
we were engaged in new discussions over whether to 
continue with technology or sell Huawei to someone 
else. I was ready to compromise. That's my style. I always 
compromise if that's the right thing to do.

However, all of our younger executives said they 
wanted to continue with our business. They all had a 
technical background. If they gave up technology and 
went into tourism, they didn't think they'd be good 
at flying tourist flags. So they decided to stick with 
technology.

I replied, "We might be in conflict with the US ten 
years from now. So we need to move forward, and work 
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hard to improve." They unanimously said yes. Now, 

we're in a hard fight, like an aircraft riddled with bullet 

holes. But we are not divided. We are even more united 

– this might have something to do with our forecasts 

back then.

But can we? We don't know the answer yet. Someone 

asked me what if the engines and fuel tanks are hit. Don't 

ask me whether our aircraft can still fly if no one sells 

engines, fuel tanks, or fuel to us.

These will all be new challenges. We will meet these 

challenges head-on. We have to play it by ear when 

exploring the way forward.

As for your question of whether our aircraft can land, 

I can't say it for sure, because what really matters is that 

we land safely. Now, this damaged aircraft is still flying 

in the air. It might not withstand fierce winds and might 

drop to the ground.

Tom Mackenzie: Does this make Huawei stronger, 

automatically?

Ren: Not necessarily. I would say it's a trial by fire. It 

helps us reinvent ourselves.

Tom Mackenzie: Where do you think Huawei's 

greatest opportunities lie in the future?38
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Ren: As we haven't yet solved the problem with our 

survival, how can we talk about the future? There is still 

a question mark over whether the US will give us the 

license to survive. It's too early to talk about the future.

Tom Mackenzie: Speaking of survival, the company is 

famous for spending heavily on R&D, 10% of revenue 

every year, and that in some respect has been a major 

catalyst of driving Huawei to the forefront of the 5G 

technology era. Given the actions that the US has 

taken, does that mean that you're going to have to 

ramp up that R&D spending even more to develop 

your own in-house products and components?

Ren: We used to set our prices relatively low based on 

our costs. This gave some Western companies a hard 

time; some even went bankrupt. I was not proud of that. 

But now our prices are set relatively high, higher than 

those of Ericsson and Nokia, and we have earned a lot 

of money because of this. Now our salary standards are 

higher when compared to the West. If we continued to 

distribute more money to our employees, they would 

become complacent. To avoid this, we are spending 

more money on funding scientific research and investing 

into the future. This is what we call "increasing the 

fertility of our soil" at Huawei. Apple is the greatest 
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company in the world. Selling at high prices, Apple is like 

a big umbrella, beneath which many other companies 

sell products at lower prices and survive. Inspired by 

Apple, we have also opened an umbrella of our own; 

only ours is lower. We don't charge low prices, either. 

This is because we have many measures in place to 

bring the costs down. With extra money made, we will 

invest more into scientific research and the future.

As long as we have enough to subsist on, we will 

continue to ramp up investments. Even in the hardest 

times, we will still invest into the future. Otherwise, there 

would be no future at all. If the company suffered losses 

to the point where we couldn't pay employee salaries, 

that would be another story. We don't have such a 

problem at the moment. Moving forward, we will save 

money that could be saved, but we will not cut funds 

for R&D investments. Otherwise, the company would 

collapse.

Tom Mackenzie: When it comes to the fight for talent, 

we have seen many Chinese students having their 

visas in the US denied, and some Chinese academics 

being denied access to the US. Is that a potential 

opportunity for Huawei to attract Chinese talent to 

the company?
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Ren: It depends on whether our departments in different 
domains are short of such talent. If yes, of course we are 
happy to bring them in.

Tom Mackenzie: What do you think will be the most 
significant technological changes in the future?

Ren: Artificial intelligence.

Tom Mackenzie: AI? Is that going to be an increasing 
focus for the company and for you?

Ren: At the moment, AI chips and AI systems are widely 
used at Huawei. Without AI supporting our product 
lines and management systems, our management costs 
would be enormous and there would be no extra money 
for R&D. In addition, AI has been widely used in our 
products.

Tom Mackenzie: How long do you plan to be the CEO 
of the company?

Ren: I'm not sure. Perhaps I will stay in this position for 
some time.

Tom Mackenzie: Do you have any succession plans in 
place?

Ren: We've always had a succession plan. My successor 
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is not a single person, but a group of people under which 

there is another group of people and then another. It's 

like a chain that underpins a huge succession plan. Our 

succession plan is not about a single person. What if there 

was only one successor and that successor became ill? 

And we are a damaged aircraft. So our succession plan is 

not about a single person, but about a group of people.

Tom Mackenzie: I just want to bring it back to some of 

the original topics we talked about at the beginning 

around the supplies. We talked about how some of the 

major suppliers, like Intel, Qualcomm, Arm, Panasonic, 

and Google, are restricting their supply of components 

and software to Huawei. Just explain to us how you 

weather that storm. What exactly have you put in 

place in terms of contingency? Can you just give us a 

few more details around the contingency plans that 

have been put in place?

Ren: US companies must assess their own interests and 

their own situation before making decisions. We support 

suppliers making their own assessments. There has been 

a lot of media coverage about this, but what's really 

going on remains unclear at the moment.

Tom Mackenzie: But you started to put contingency 

plans in place over a year ago. We have been told. 
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What made you take that decision? How did you 
know? What underpins that decision to start planning 
for this eventual reality?

Ren: Our contingency plans were not only meant to 
deal with emergencies, but also to help us become an 
industry leader. If the industry cannot provide advanced 
technologies such as more advanced chips and 
components, we will have to develop them ourselves. 
But we only develop some of them. We wouldn't be 
able to afford the costs of doing everything ourselves. 
We have prepared the core parts of the aircraft, 
including engines and fuel tanks. But we don't have 
many components to create the wings. We still need to 
examine which parts have been damaged and then fix 
them. Two or three years down the road, you will see 
whether we have survived or not when you come to 
interview us.

Tom Mackenzie: You talked about survival. What issue 
could be a cause that would kill the company?

Ren: The biggest potential killer of Huawei would be a 
lack of confidence, of willpower, and of unremitting effort.

Tom Mackenzie: One way to look at what happened 
to Huawei is to look at what China has done to US 
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companies in the past, blocking some of America's top 
technology companies. So some would argue that, in 
some respect, the US is just playing catch up in terms 
of putting in restrictions around Chinese technology 
companies.

Ren: They are not just limiting our access to the US 
market; they are closing in on us all around the world. If 
they just limited our access to the US market, I would be 
willing to accept that, because I had no particular desire 
to enter the US market to begin with.

Tom Mackenzie: China has restricted many of 
America's top technology companies from operating 
here. So some would argue that it's only fair that it's 
leveling the playing field.

Ren: They are lobbying all around the world against us. It 
is not an issue of limiting our access to the US market. It 
is preventing us from buying parts and components. The 
US is even enacting laws to limit us, but they need to tell 
us what we have done wrong. The US is a country that 
exercises the separation of powers, but they reached a 
verdict on us simply following a vote by legislature. That 
was unconstitutional, so we filed a lawsuit against them.

Tom Mackenzie: You did talk to the Chinese press and 
you talked then that China could have reformed and 46
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opened up more quickly. I wonder if you think if some 

of those steps had been put into place around reform, 

around opening up the market here at an earlier 

stage, we wouldn't be in the position that we're now 

in.

Ren: We must not link our matter to the issue of 

whether China should accelerate its reform and opening-

up. They are two different things. I have always been a 

supporter of China's reform and opening-up, because 

this initiative has already contributed towards China's 

wealth, strength, and prosperity, and will continue to do 

so. China must no longer close its door. It had closed its 

door for at least 5,000 years, during which China was 

poor. In 30 years of its reform and opening-up, China 

has become prosperous. Opening-up is good for China. 

This has nothing to do with Huawei's fate. I support 

China's continued efforts to open up.

However, it is necessary to open up step by step. The 

US is the most open country; but it still doesn't allow 

Huawei to enter its market, does it? If the US can open 

up step by step, why can't China?

Tom Mackenzie: As you sit here today, where do you 

see Huawei in five years' time? What is your vision for 

the company? What are your expectations for what 
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this company looks like within that time frame?

Ren: I can't imagine what things will be like in five years' 

time. We'd better first imagine what things will be like 

in three years. When you come to visit us in three years' 

time, please bring a rose and lay it before our tomb if 

Huawei is gone. If Huawei is still here, I will give you a 

big cake. I hope that when you visit us in three years, 

you won't bring a rose, but instead, I will be baking a 

big cake for you. This is what I wish for, but I don't know 

what will happen in future.

Tom Mackenzie: Still survival?

Ren: Survival is always our top priority. Without survival, 

development won't be possible. I don't have any dreams. 

I think we still need to be practical and address the 

problems facing us today.

Tom Mackenzie: Just returning to the question of 

Cisco and the legal action it took in early 2003. Is 

there more that you could have done in your position 

between that period and now to address some of 

these concerns, whether it is concern about trust or 

examples of some Huawei employees infringing on 

intellectual property?

Ren: Even before the Cisco case, we had already attached 
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great importance to intellectual property management. 

That was why we could settle such a big case with Cisco 

out of court. However, that case made us more alert. 

After that, we paid more attention to intellectual property 

management. Our intellectual property is a great 

contribution to humanity. We have many constraints 

inside Huawei in this regard.

Tom Mackenzie: In terms of culture, Huawei's culture 

is famous for driving its employees very hard to make 

those wings drive forward and push the company 

ahead of its rivals. Is that drive, that ambition, that 

relentless drive to be better, that culture in some 

ways to blame for some of these examples, whether 

it's the example of T-Mobile's Tappy robot when you 

had Huawei employees trying to get intelligence on 

that piece of equipment. Is that a statement, to some 

extent, of the culture of Huawei driving employees so 

hard?

Ren: For specific cases that are still undergoing legal 

proceedings, we will wait for the court to decide. In 

general, our management at Huawei is effective.

Tom Mackenzie: Has the company ever set up any 

systems at all or schemes to reward employees for 

stealing intellectual property?
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Ren: Absolutely not.

Tom Mackenzie: The US Department of Justice said 
that there was a bonus scheme that was put in place 
to encourage Huawei employees to steal intellectual 
property?

Ren: The US Department of Justice has filed a lawsuit, 
and we need to wait for court decisions.

Tom Mackenzie: And you wouldn't condone such a 
system?

Ren: Absolutely not.
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REPRESENTATIVE MICHAEL ROGERS (R-MI): Call the committee to order today for 

the purposes of an investigative hearing into the possible threat posed by telecommunication 

companies influenced by a foreign nation.  

We invited these companies today as part of our ongoing investigation into the threat posed by 

the United States by those telecommunication companies and equipment manufactured by 

companies believed to have ties with the Chinese government. Huawei in ZTE have become 

dominant global players in the telecommunications market, leaving the world increasingly 

dependent on their telecommunications goods and services.  

Although they do not dominate the United States market, they seek to expand their footprint 

here. They reap the benefit of billions of dollars of Chinese government financing. They nicely 

implement Beijing's explicit desire to dominate in what China calls a strategic sector, and that 

sector being the telecommunications industry.  

We've heard reports about backdoors and unexplained beaconing from the equipment sold by 

both companies. Our sources overseas have told us that there is a reason to question whether the 

companies are tied to the Chinese government or whether their equipment is as what it appears. 

Certainly, there is vulnerabilities built into the equipment that appear to be there by design.  

We have heard reports about their attempts to steal the trade secrets of other companies, which 

gives them a competitive advantage and makes us question their ability to abide by the rules. At 

the same time, Chinese intelligence efforts against the United States are growing in scale, 

intensity, and sophistication. Chinese actors are also the world's most active and persistent 

perpetrators of economic espionage. I asked the DOJ just to compile a brief list, and they sent us 

up dozens of examples of Chinese economic espionage, illegal exports and other matters.  

Chinese actors are -- excuse me -- U.S. firms and cybersecurity specialists speak about an 

ongoing onslaught of sophisticated computer network intrusions originating in China that are 

almost certainly the work or at least done at the backing of the Chinese government. Chinese 

intelligence services and private companies often use Chinese citizens with direct access to 
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corporate networks to steal trade secrets and other sensitive proprietary data, and that was 

reflected in the Department of Justice report of the, as I said, dozens of cases of economic 

espionage.  

Americans have become increasingly dependent on computer networks of every aspect of our 

lives. This is why this hearing and investigation by the committee was so important. It was 

started as a preliminary investigation to see if there were any merit to further a full investigation 

by the committee.  

And Americans have to trust our telecommunications networks. We are more integrated today 

than we have ever been in our history. Their personal records, their medical records, their 

financial records, our transportation infrastructure, our education systems and our government all 

depend on these networks, and we must have faith, confidence, and complete trust that that 

information will not be diverted for other purposes.  

Those networks, unfortunately, are already under attack. General Alexander, the head of the 

United States Cyber Command, has recently explained the United States has experienced a 17-

fold increase in cyberattacks between 2009 and 2011. Defending against the cyberattacks 

becomes a bigger challenges when the system itself cannot be trusted. When the equipment and 

software is provided by companies we cannot trust, then we must constantly worry whether our 

systems are working for us or against us.  

A sophisticated nation-state actor like China has the motive to tamper with the global 

telecommunications supply chain, and the United States is a significant priority. The ability to 

deny service or disrupt global systems allows a foreign regime the opportunity to exert pressure 

or control over critical infrastructure on which our country depends. The ability to maliciously 

modify or steal information from government and corporate entities provides China access to 

expensive and time-consuming research and development that assist China's place in the world 

and places the rest of those competitors at a disadvantage.  

Huawei and ZTE provide a wealth of opportunities for Chinese intelligence agencies to insert 

malicious hardware or software implants into critical telecommunications components and 

systems. And under Chinese law, ZTE and Huawei would likely be required to cooperate with 

any request by the Chinese government to use their systems or access for malicious purposes. 

When vulnerabilities in the equipment such as backdoors and malicious code can be exploited by 

another country, it becomes a priority and a national security concern, which is why this 

committee is having this hearing and are conducting this investigation.  

Every piece of this equipment, every code of software, every update provides that country a 

means to act against the United States if we are not properly protected. We must trust our 

systems if we hope to fulfill the government's most basic duty, to maintain a defense against 

potential foreign aggression.  

We must get to the truth and see if these companies are tied to or influenced by the Chinese 

government, whether they provide a means for further economic or foreign espionage by a 

foreign nation state known to be a major perpetrator of cyber espionage.  



In February, 2011, Huawei issued an open letter to the United States government, requesting a 

full investigation into its corporate operations to try to convince us that there was no threat. I 

appreciate that invitation, and I gladly accepted. We decided to give Huawei that investigation.  

In the course of the investigation, the committee has been disappointed that the company's 

provided little actual evidence to ameliorate the committee's concerns. In particular, they did not 

provide documentation supporting or confirming their claims about their formal relationships or 

regulatory interactions with Chinese authorities, corporate structure, ownership, operations or 

management.  

We were willing to work with both companies we find a -- to find a reasonable way to get our 

document requests answered and those questions answered. Companies have so far refused to 

provide full and transparent answers to our questions apparently because to turn over internal 

corporate documents would potentially violate China's state secret laws. It's strange the intended 

corporate documents of a purportedly private sector firm is considered classified secrets in 

China. This fact alone gives us reason to question their independence.  

We hope that this hearing finally gives us the opportunity to get fulsome answers and resolve 

these doubts about your companies. And I want to welcome our guests today. I appreciate their 

attendance here at the committee. We hope that we can have a fulsome and transparent dialogue 

and maybe get some of these questions answered. And before we begin the questioning, I would 

ask for an opening statement from my ranking member.  

REPRESENTATIVE C.A. "DUTCH" RUPPERSBERGER (D-MD): Yes. Thank you, Chairman 

Rogers.  

First, I'd like to welcome our witnesses, Mr. Charles Ding from Huawei and also Mr. Zhu from 

ZTE.  

About a year ago, the Intelligence Committee launched an investigation into the threat posed by 

Chinese-owned telecommunication companies working in the United States. We launched this 

investigation to determine whether allowing Chinese companies increased access to our U.S. 

telecommunications market places us at risk for greater foreign espionage, theft of U.S. trade 

secrets and increased vulnerabilities to our critical infrastructure.  

The fact that both of these companies, Huawei and ZTE, were created and headquartered in 

China, a country known to aggressively conduct cyber espionage, raises major issues for us in 

the United States. And add to that the fear that a -- that China, a communist country, could 

compel these companies to provide information or, worse yet, spy on Americans using this 

equipment, we are concerned about the allegations that products from Huawei and ZTE are being 

subsidized by the Chinese government so these companies can offer bargain-basement prices to 

unsuspecting consumers. These United States consumers may have no idea about the national 

security implications of their purchases.  

We're looking at all of these issues in our investigation.  



In May, I joined a congressional delegation, including Congressman Schiff, Congresswoman 

Bachmann and Congressman Nunes on a trip to China where we met with the chairman of the 

board of Huawei and officials from ZTE. We felt it was important to travel overseas to meet with 

these officials face to face and get the facts we need for our investigation. And we do appreciate 

the companies meeting with us.  

Chairman Rogers and I also sent very detailed letters to Huawei and ZTE, requesting a lot of 

important information necessary to conduct our investigation. We were disappointed with the 

lack of direct answers to our in-person questions and vague responses to our letter. We were -- 

we are here today to give you all another opportunity to thoroughly and accurately discuss and 

answer our questions.  

We already know the Chinese are aggressively hacking into our nation's networks, threatening 

our critical infrastructure and stealing secrets worth millions of dollars in intellectual property 

from American companies. In fact, the United States Cyber Command estimates $300 million 

worth of trade secrets are stolen every year. This jeopardizes our national security and hurts U.S. 

competitiveness in the world market, costing our country countless jobs and money. So as you 

can see, this is not political jousting or trade protectionism masquerading as national security. 

We're doing this for very valid reasons.  

According to a report recently released by the National Counterintelligence Executive, six of the 

seven cases prosecuted in 2010 under the Economic Espionage Act involved a link to the 

Chinese government. No matter how you do the math, the economic damage from the theft of 

intellectual property is unacceptable.  

In addition, the possibility that under current Chinese law, even privately owned companies can 

be compelled to provide information to the Chinese government is even more concerning. On 

this issue, other nations have already taken action. Australia recently excluded Huawei from 

competing on certain contracts dealing with their national broadband network. The United 

Kingdom has implemented costly security procedures for their Huawei equipment. In addition, 

the European Union is considering additional investigations into Chinese telecommunications 

companies and considering possible restrictions.  

In my role as the ranking member of the Intelligence Committee, I believe we also have an 

obligation to protect the national security framework of the United States. That is why we're 

holding this hearing today and conducting this investigation.  

I thank our witnesses from Huawei and ZTE for coming here today and I hope they will answer 

our questions directly. We look forward to a thoughtful and cooperative dialogue so we can get a 

better understanding of how these companies operate. Thank you.  

And Mr. Chairman, I yield back.  

REP. ROGERS: Thank you, sir.  



Today we have before us Mr. Charles Ding, the senior vice president of Huawei, assisted by a 

translator; and from ZTE, Mr. Zhu, assisted by a translator.  

This is an investigative hearing. We will swear in the witnesses before they testify.  

Will Mr. Ding and Mr. Zhu please stand and raise your right hands?  

(The witnesses are sworn in.)  

REP. ROGERS: Let the record reflect that the witnesses have answered in the affirmative.  

Thank you, gentlemen. You may please be seated. We are ready now for your opening remarks.  

Mr. Ding, could you please lead? Thank you.  

CHARLES DING: (Off mic.) Chairman Rogers, Ranking Member Ruppersberger, members of 

the committee, my name is Charles Ding. I have been with Huawei since 1995 holding a range of 

executive positions, including president of global sales.  

I came to the United States in August of 2010 as president of Huawei North America. I'm a 

corporate senior vice president and the chief Huawei representative to the United States. I very 

much appreciate the opportunity to appear before you today, and I hope that Huawei's 

participation can assist your important mission of addressing cybersecurity issues. I'll focus my 

opening remarks in three areas: Huawei's global history and growth; Huawei's solution to 

cybersecurity; and Huawei's contribution in the United States.  

Over my 17-year career with the company, I've had the privilege to witness Huawei's growth 

from a startup company to a global technology leader. Our success attributable to four key 

factors. The first is the explosive growth in the telecommunications market in China and 

globally. For example, from 1990 to 2010, the number of mobile subscribers grew 500 times 

worldwide, grew 50,000 times in China.  

The second is our consistent and significant investment in research and development. Indeed, 

over the past decade, Huawei has invested more than $15 billion in R&D and has filed more than 

50,000 patent applications. Huawei has 65,000 dedicated R&D engineers, which is the most in 

the industry.  

The third is our commitment to management transformation. Since 1997, we have relied on 

advice received from Western consulting firms like IBM and Accenture to design all of our 

business processes. Over the last five years, we have invested over $400 million in this area. The 

combination of the highly-efficient Western management system, with abundant R&D resources, 

enabled Huawei's leadership position in technology innovation.  

Finally and most importantly, Huawei Employee Stock Ownership Program, ESOP, has allowed 

us to not only attract, motivate and retain talented and dedicated employees, but also to provide 



the company with the $4.6 billion in capital funding. These factors have allowed Huawei to 

become a 32 billion (dollar) company -- $32 billion company today.  

Nevertheless, over the last 25 years of Huawei's rapid growth, a number of misunderstandings 

about our company have developed. I'm here today in an effort to continue to set the record 

straight about Huawei.  

First and foremost, as I have just described, Huawei's success has been on entrepreneurship, 

innovation and dedication. It has not been based on favoritism by any government. Here are the 

facts about Huawei. Huawei is an independent, private, employee-owned company -- neither the 

Chinese government nor the PLA has any ownership interest in our company or influence our 

daily operations, investment decisions, profit distributions or staffing.  

Huawei is a Fortune Global 500 company operating in more than 140 countries. Huawei has 

established business relationships with the majority of the world's top 50 telecom carriers, 

including Vodafone, British Telecom, France Telecom, Deutsche Telekom and Telefonica. 

Indeed, about 70 percent of Huawei's revenues come from outside of China. These are facts.  

Now, I would like to move on to my second topic, cybersecurity. Huawei recognizes the vital 

importance of cybersecurity, which is a complex global issue. The focus cannot be just on 

companies headquartered in China. Other companies -- Alcatel-Lucent, Nokia Siemens, Ericsson 

and Cisco -- they all have substantial operations in China. Since cybersecurity is a global issue 

that the whole industry has to face, governments and the whole industry should work together to 

improve cybersecurity.  

As a global company serving almost 500 operators across the world, we know that any improper 

behavior would blemish our reputation and would strike a fatal blow to the company's business 

operations. Our customers throughout the world trust Huawei. We would never do anything that 

undermines that trust. It would be immensely foolish for Huawei to risk involvement in national 

security or economic espionage.  

Let me be clear. Huawei has not and will not jeopardize our global commercial success nor the 

integrity of our customers' networks for any third party or government -- ever. Huawei has taken 

substantial steps to improve cybersecurity. As a crucial company strategy, it has created and 

implemented a respected end-to-end global cybersecurity assurance system. It has hired as its 

global cybersecurity officer John Suffolk, the former -- the former chief information officer of 

the United Kingdom government, who is in charge of Huawei's cybersecurity strategy and 

manages and supervises its implementation.  

In addressing the requirements of cybersecurity, we have built best practices into all of our 

policies and processes. In this way, cybersecurity is not an afterthought. Instead, it's built into our 

daily business. It is part of our DNA. At Huawei, we adopt a "many eyes, many hands" approach 

to ensure transparency and security. We positively encourage audits, reviews and inspections of 

all technology vendors, including Huawei, in a fair and a nondiscriminatory manner. Each audit 

and review enables each company to change its thinking, policies and procedures, which in turn 



will enhance its capability, product quality and product security. At Huawei, we have already 

gone the extra mile in this respect.  

Huawei proposes that governments and industry leaders come together to develop a global 

framework for cybersecurity assurance. Huawei would welcome the opportunity to develop a 

program in coordination with the U.S. government to address cybersecurity issues.  

Huawei has been in the United States for more than 10 years. We have 1,700 employees here. In 

2011 alone, Huawei invested $300 million in the U.S. and procured $6.6 billion in goods and 

services from U.S. companies. Our purchases from U.S.-based companies over the last 10 years 

have exceeded $30 billion.  

Over the last decade, Huawei been committed to bringing the world's leading products and 

services to U.S. customers. However, our U.S. business has been damaged by unsubstantiated, 

nonspecific concerns suggesting that Huawei poses a security threat. In response to those 

misconceptions, Huawei has been providing information and cooperating with the committee 

over the last 10 months. And that is why I'm here today to answer your questions.  

Again, I would like to express my appreciation for the opportunity to be here today and I 

welcome your questions. Please understand that while I do speak and understand English, I want 

to make sure that my answers to the committee's questions are complete and accurate. For that 

reason, I'll use my native language of Chinese to answer your questions. Thank you.  

MR. ZHU: Mr. Chairman, Ranking Member Ruppersberger and honorable committee members, 

because my native language is not English, so excuse for my answers to questions in the next 

session is Chinese. And I'll make efforts to make my statement here in English.  

My name is Zhu Jinyun, ZTE's senior vice president of North America and Europe. I have a 

supporting written statement that I urge to be included in the record along with my full 

statement.  

I'm pleased to appear today to represent ZTE, one of the world's remarkable companies, 

operating in 140 countries before one of the most important committees in the United States.  

When I started my career as a young engineer in a corner of China called Shenzhen, I never 

dreamed I would have an honor like this one. I had the pleasure of hosting a meeting of your 

staff in Shenzhen on April 12th and to meet several of you for a briefing in Hong Kong on May 

23rd. I hope someday you will have the opportunity to visit Shenzhen to see what a miracle it has 

become.  

To understand ZTE, it is useful to understand Shenzhen. Thirty years ago, Shenzhen was a 

fishing village of about 300,000 people. Today, Shenzhen is China's high-tech center, much like 

Silicon Valley, with 14 million residents, most under 30 years old. When you visit Shenzhen, 

you will feel optimism and hope, freedom and creativity. It is in the air.  



The spirit of Shenzhen was born when China's government chose Shenzhen to be the first of our 

-- first of -- first of four Special Economic Zones -- SEZs namely -- in 1979.  

The Shenzhen SEZ was created to be an experimental center for free-market companies. Today, 

Shenzhen is home to many of China's most successful high-tech companies, including ZTE. And 

the Shenzhen Stock Exchange has over 70 million registered investors. When one recalls that in 

1979, everyone worked for the state or an SOE, and so no private companies, Shenzhen's success 

is impressive.  

The concept of the Shenzhen SEZ seems obvious today, but it was revolutionary in 1979 -- allow 

risk-takers to develop companies on the free-market model, find out if they could stand on their 

own and serve people better; learn whether the Chinese companies for the first time could 

change the way China does business.  

ZTE's founder and chairman, Mr. Hou Weigui, was a young engineer at the time, working in 

China's aerospace sector on general-purpose integrated circuit work. He and six fellow engineers 

saw the Shenzhen SEZ's unprecedented potential and they leapt at the chance to join this bold 

experiment. They left their secure positions and embarked on this new enterprise. They were 

pioneers. They had no stable income, but they had vision.  

The vision was that they wanted to provide universal telecommunications service to China's 

undeveloped and rural areas. This was Mr. Hao's commercial vision, not something imposed or 

mandated by China's government. And from the start, he and his team saw it as a private 

commercial enterprise.  

In 1985, they launched their company with an investment of 2 million RMB, about 300,000 U.S. 

dollars, from three investors -- notably, a foreign investor from Hong Kong -- and set about 

designing their switch. They supported their research with revenue from contract work for a 

trading company in Hong Kong. For the next 10 years we had success in China's rural market. In 

1987 we launched our first switch, the ZX60, developed many more over the years and won 

national respect for our product quality.  

Mr. Hao's vision was broader, and in 1996, he and his team decided to pursue diversified 

products, serve urban and the international markets. This growth plan required capital, and in 

1997, ZTE became the first Chinese telecom company to list on the Shenzhen Stock Exchange 

market.  

I grew up in rural areas and, like many of my colleagues, attended college, and I joined ZTE in 

1998. We wanted to be part of something new and innovative. My first assignment with ZTE 

was to help develop our next technology -- CDMA wireless systems. It was a great time for a 

young engineer to join ZTE. I knew ZTE's business model was focused on engineering, R&D, 

innovation. The company was making unprecedented moves, including becoming the first 

Chinese company to enter into a licensing partnership with QualComm, and ZTE remains one of 

the Qualcomm's leading partners to this day.  



And ZTE was expanding into diversified advanced technologies, including development of a 

mobile communications system for China and around the world. My first project team was six 

people. By 2000, we had 900 people working on CDMA wireless systems. We wanted to be 

compete in China market, which remained dominated by giant Western vendors. Even 15 years 

after our founding, it was still necessary for ZTE to show China's network carriers that our 

solutions could be trusted.  

We were able to serve only about 7 percent of China Unicom's wireless customers, with the 

balance distributed among Western vendors. But as a consequence, we became the first Chinese 

company manufacturing CDMA wireless systems.  

Once again, ZTE won a reputation for the quality of its products in the China market. Starting 

with a simple circuit switch, we had built a core network and applied it to CDMA. That was 

state-of-the- art product development. We engineers were quite happy that our internal design 

actually worked. Our commitment to innovation and product development has paid off. When 

the world telecom equipment market suffered a downturn in the early 2000s, ZTE's CDMA 

wireless systems were in demand and helped carry us through.  

Of course, Mr. Hou's vision was global. In 2004, ZTE became the first Chinese company list 

both on the Shenzhen and Hong Kong Stock Exchange. I was assigned to help develop 

international markets for our CDMA RAN products. We already had learned to be calm in 

China's developing market. Partnering with Qualcomm, we logically identified India, Africa and 

other developing markets for our equipment. Over time, ZTE's wireless equipment platforms 

have integrated every technologies from GSM to CDMA, to WiMAX, 3G, LTE and beyond. Our 

3G capability carried us through the 2009 economic crisis. Innovation and quality have served 

ZTE well.  

ZTE is a free-market success story built on innovation -- to supply unserved markets and to help 

pioneer next-generation technologies. And relevant to your inquiry, ZTE's path has never been 

government-directed. ZTE started as, and remains today, a company of telecom equipment 

engineers who pursue commercial opportunity and social responsibility in product innovation. In 

fact, importantly, Fortune Magazine ranks ZTE number two among China companies for global 

company social responsibility in 2012.  

ZTE started out as a private company with an SOE investment. Today ZTE is owned by over 

140,000 public shareholders, including many of the world's leading institutional investors. ZTE 

is regulated on two stock exchanges, and SOE investment has been reduced to 15.68 percent. 

ZTE's board and management are fully devote to serving the interests of our 140,000 public 

shareholders. And because most of ZTE's business is mostly international, ZTE must comply 

with laws in countries throughout the world.  

While ZTE appreciates its position in China's expanding telecom market, ZTE is focused on its 

success as a multinational company. ZTE is not an SOE, or government-controlled. Indeed, ZTE 

is China's most independent, transparent, globally focused, publicly traded telecom company.  



With -- being a global, public traded company naturally imposes a set of broadly recognized 

responsibilities and business norms. ZTE's cooperation with this committee's investigation is one 

example. In our view, ZTE has set a new precedent for cooperation by any Chinese company 

with a US congressional investigation.  

Another important example is the need for multinational telecom equipment suppliers to satisfy 

recognized equipment standards everywhere they do business. ZTE was the first Chinese 

company ever to be fully certified under the most important international and U.S. equipment 

standard, including ISO 27001 and NIST FIPS 140-2. Not only is ZTE and its equipment fully 

certified by the leading standards- setting organizations, ZTE actively participates in these 

organizations, helping to lead the way in advancing standards-setting throughout the world, 

including cyberprotect standards.  

I am aware of testimony presented to Congress earlier this year in which the leading 

cyberprotection experts in the U.S. Defense Department and the Department of Homeland 

Security have advised Congress that the most effective cyberprotection is the universal 

application of these equipment standard and the trust delivery models. Not only is ZTE's 

equipment certified according to the most advanced standards, ZTE has offered a state-of-the-art 

trust delivery model to U.S. telecom equipment purchasers since 2010.  

Today, ZTE has in place a trusted delivery agreement with a highly regarded independent U.S. 

security assessment laboratory, Electronic Warfare Associates -- EWA -- which provides 

assurance to any U.S. carrier purchasing ZTE telecom infrastructure equipment that the 

equipment will be tested continuously throughout its life cycle.  

The reason experts -- the reason experts rely upon trusted delivery systems for cyber protection 

is that, with a reliable trusted delivery system, that equipment can be trusted no matter who the 

supplier is. Trusted delivery systems are vendor-neutral. Also, trusted delivery systems have the 

same effect as highway speed cameras. They deter illegal activity. ZTE is in the vanguard of 

supply chain risk management and trusted delivery.  

Given all that ZTE is doing to promote cybersecurity, the committee's inquiry whether ZTE may 

pose a threat to critical U.S. telecom infrastructure is very disturbing for us, as you must expect. 

The committee's central question has been: Would ZTE grant China's government access to ZTE 

telecom infrastructure equipment for a cyberattack? Mr. Chairman, let me answer emphatically 

no. China's government has never made such a request. We expect the Chinese government 

never to make such a request of ZTE. If such a request were made, ZTE would be bound by U.S. 

law.  

ZTE is committed to helping this committee and its partners in government and industry to 

promote cybersecurity through our cooperation here and in the future. Let me raise a concern 

about some legislative proposals that have been proposed recently. Your committee has 

suggested there are risks in U.S. network carriers' purchases of telecom operating equipment 

from foreign vendors, particularly vendors in China.  



As the Committee undoubtedly understands, virtually all of the telecom equipment now sold in 

the United States and throughout the world contains components made, in whole or in part, in 

China. That includes the equipment manufactured and sold by every Western vendor, much of 

which is made by Chinese joint venture partners and suppliers.  

We respectfully suggest that the Committee's focus on ZTE, to the exclusion of the Western 

telecom vendors, addresses the overall issue of risk so narrowly that it omits from the 

committee's inquiry the suppliers of the vast majority of equipment used in the U.S. market. ZTE 

is a relatively small U.S. telecom equipment supplier in comparison with most of the Western 

vendors.  

Sales of ZTE's telecom infrastructure equipment in the United States comprised less than $30 

million in revenue last year. Two Western vendors, alone, last year provided the U.S. market 

with $14 billion dollars' worth of equipment. ZTE should not be a focus of this investigation to 

the exclusion of the much larger Western vendors.  

We urge the committee to consider a serious concern with several pending legislative proposals 

designed to exclude Chinese equipment suppliers, directly or indirectly, from the U.S. market. 

One proposal would exclude the companies named in this inquiry explicitly. Others would 

exclude any Chinese suppliers with ties to China's government. Respectfully, neither proposal 

would protect U.S. national security as comprehensively as implementation of the trusted 

delivery system ZTE offers U.S. carriers.  

Proposals based on China government ties suffer from the opposite problem. While the word ties 

is undefined, it presumably is meant to be applied broadly. If so, it is readily foreseeable that 

every supplier of U.S. telecom infrastructure equipment, including the Western vendors and their 

Chinese manufacturing partners, would be found to be tied to China's government. If every 

vendor with ties to China's market is excluded from the U.S. market, where will U.S. carriers 

purchase telecom infrastructure equipment?  

U.S. chip set suppliers have advocated that Congress not adopt these exclusionary measures 

because they would disrupt supply relationships with Chinese equipment purchasers that are vital 

to the U.S. economy. ZTE alone has purchased over 14 billion (dollars) in U.S. equipment in 

recent years, indirectly creating over 20,000 U.S. jobs. We expect to make even larger purchases 

going forward. Market exclusion proposals are counterproductive, particularly when reliable, 

more effective solutions are readily available.  

Responsible federal agencies and U.S. telecom carriers have increasingly come to recognize that 

trusted delivery systems render telecom equipment trustworthy regardless of who the supplier is. 

Respected international commentators have come to this conclusion. For example, on August 

4th, The Economist published an editorial making the following points -- just about everybody 

now makes telecom equipment in China; banning Chinese telecom suppliers is no guarantee of 

national security; the answer is to require greater scrutiny of everyone, not just the Chinese 

firms; governments should ensure telecom equipment is secure no matter who makes it; and this 

will protect networks, banning companies will not.  



The Economist supports the trusted delivery model and rejects market exclusion to protect 

national security. ZTE's commitment is clear. ZTE is China's most independent, transparent, 

regulated, globally focused, publicly traded telecom company. We are accountable under legal 

and social norms everywhere we do business. ZTE's ultimate success depends on our ability to 

serve as a trusted partner for U.S. telecom carriers. No company has a greater stake in promoting 

effective U.S. cyber security than ZTE.  

And we are readily equipped to help you achieve real results quickly. Our equipment is certified 

and we are helping design advanced global cyber security standards. Our end-to-end trusted 

delivery system allows U.S. carriers to use our equipment fully confident and it remains, safe.  

Mr. Chairman, ZTE respects the committee's responsibility to protect U.S. national security. We 

came here this morning because we want to help, with the expectation that the Congress and the 

United States government will provide ZTE with an open and equal opportunity to compete in 

the United States.  

We believe that ZTE is the most transparent publicly owned telecom company in China and that 

ZTE is the best choice to work in concert with the Congress and the United States government 

and to be a trusted partner with U.S. vendors in the formation of a truly global and a free market 

telecom community. I thank you for the opportunity to appear today, and I will be happy to 

answer any of your questions.  

REP. ROGERS: Thank you, Mr. Zhu and Mr. Ding, for your opening statements. We 

appreciate the difficulty of a hearing like this in English, let alone not doing it in your native 

language. So thank you for being here. We have lots of questions from our members. So we want 

to go as quickly as we can to give you an opportunity to answer some of the questions I think all 

of the members on the committee have.  

And I'm appreciating both of you talking about the importance of the integrity of these networks, 

both in China and for your own national security interests in the United States for our national 

security interests. And I appreciate the acknowledgement of that. We've heard reports -- and 

getting to the point, if I may -- that Huawei has come up most recently that equipment has been 

known to beacon back to China.  

We have not single reports but multiple reports, when it's not supposed to. It would be 

unauthorized beaconing that they can attribute going back to China. We've also had sources 

overseas who inform us that Huawei's equipment is not exactly what it appears to be in some 

cases.  

There is (sic) anomalies that appear to be designed in sometimes millions of lines of code that 

would allow unauthorized access or other activities on their particular equipment.  

Can you explain to me, sir, why that might be? And is -- was -- has Huawei designed any of 

those purposefully into those systems or equipment?  



MR. ZHU: Mr. Chairman, there is (sic) no backdoors in any of Huawei's equipment, and I'm 

also not aware of the issues you've mentioned just now. In fact, 70 percent of Huawei's revenue 

comes from outside of China. Huawei has never and will never harm any country or any of our 

customers.  

In fact, Huawei has a very good track record in terms of cybersecurity as the world's leading 

company, which operates in over 140 countries worldwide. Huawei will never do that, and our 

equipment are (sic) secure.  

REP. ROGERS: Well, I'd also like to point out that there was one particular nation indeed that 

felt so compelled to start a third-party validator because of the possibility of both backdoors and 

beaconing. I find it interesting that Mr. Ding has no knowledge whatsoever of those activities. 

And I would point out to Mr. Zhu that there is at least one product that we know that did find a 

backdoor and if -- will ask if he could explain the purpose of that particular device and that 

anomaly in the software.  

MR. ZHU: All ZTE equipment recently, including terminals, have been manufactured and 

designed according to the standards laid out by international organizations and by our clients. 

The U.S. media has made reports about backdoors in our equipment, which in fact are not fact-

based. What they have been calling bugs are -- excuse me -- what they have been calling 

backdoors are actually software bugs. And these are the types of bugs that you find in all sorts of 

high-tech companies. For instance, companies like Microsoft, like Google and like Apple have 

all had these bugs in their software. And that is why we always, like they, periodically and non-

periodically issue patches to these software bugs as soon as they're discovered. And I want to 

emphasize that a bug is not a backdoor.  

At the same time, ZTE has also been cooperating with third parties in order to strengthen 

security considerations in the design and manufacture of our software, and we do this so that we 

can better serve our clients and the markets in the United States. And I hope, Mr. Chairman, that 

I can remind all of us that I think that the best way for us to proceed is to find ways to strengthen 

standards for everyone so that network security is better improved for everyone.  

REP. ROGERS: Well, one person's bug is yet another's backdoor. And certainly, analysts 

would not interpret it as a bug. It clearly was designed into the program, but that's for maybe 

another day.  

I have a whole other series of questions on that, but I wanted to just -- one of the issues that was 

not responded to by the committee, I think, is important to -- for our understanding, just so we 

have a comfort level and understanding how this works.  

Both have acknowledged that there is a Chinese communist committee inside both of your 

companies. We have not been able to get any details on the composition of that committee, what 

influence that committee might have on both management decisions, R&D decisions, hiring 

decisions.  



Could you both please describe what the committee's role is in your companies and maybe what 

influence it might have in the operation of your companies?  

MR. DING: Mr. Chairman, before I answer your question, I would like to correct one statement 

previously. And you have said that I am not aware of these security issues related to Huawei's 

product. I am actually knowing very clearly that there's no backdoor and there's no security issue 

in Huawei's equipment. And I would like to address your specific question now.  

You might find it quite strange that as an employee-owned company -- a private and independent 

company -- why we still have a party committee. The fact is, in China -- according to the 

company law of the People's Republic of China, chapter one in article 19, no matter you are a 

private, foreign-funded or a joint venture, you need to establish a party committee if you operate 

in China and this is a legal requirement. In Huawei, however, I have not seen the party 

committee participating in any business management or decision making. It's not even in the 

governance structure of Huawei and I've been working with Huawei for over 17 years. I've not 

seen a single occasion when the party committee participates in any of the business operation or 

management.  

I've been working in multiple locations worldwide and I haven't seen that occasion not only -- 

not even once. And you might continue to ask what the party committee functions would be in 

Huawei. The party committee in Huawei is focusing on promoting professional ethics and also 

employee caring. Thank you.  

REP. ROGERS: (To interpreter.) Before he answers, could you just tell him to -- would he 

please describe and identify the members of the committee for us, please?  

MR. DING: Chairman, I'm very willing to answer your questions of the members of the party 

committee, but I would like to add a bit more about the previous answer, which is the Western 

companies operating in China also have party committee -- an example includes Wal-Mart and 

General Motors in China.  

And as to the specific questions of the members of the party committee, now, the secretary of the 

party committee Huawei is Professor Zho Daiji (sp).  

REP. ROGERS: With -- for the record, I would like a list, which we have asked before and 

have not been provided, of all of the members -- including any PLA, People's Liberation Army 

Members -- or any other party and government members of China that are participating in the 

committee.  

Mr. Zhu. And just before we continue on, I'd like an acknowledgment on the record that Mr. 

Ding will provide that information to the committee.  

MR. DING: I don't think there would be a problem in providing the list of the members of party 

committee. I think we can contact Professor Zho Daiji (sp) for that list offline.  

REP. ROGERS: And that would include current and past members.  



Mr. Zhu, answer and then I'll turn it to Mr. Ruppersberger.  

MR. ZHU: Mr. Chairman, before I answer your question, I want to emphasize one thing and that 

is that ZTE is operated as a company which is listed on both the Shenzhen and the Hong Kong 

stock exchanges. And therefore, all its operations have to accord with all the laws and 

regulations that operate in both of those stock exchanges.  

And related to this is the fact that all our operations are conducted for the benefit of our 

shareholders and in pursuit of our commercial objectives. And in an effort to increase our 

transparency, we have invited an American citizen to become an independent director of our 

board. And he has attended virtually all our board meetings and all our shareholder meetings. 

And we do all this in an effort to prove that ZTE's operations are all entirely in accordance with 

the laws and regulations which govern listed companies.  

And to this end, I have with me an affidavit signed by Mr. Timothy Steinert, who is our 

independent director. And I would like to ask my interpreter to read it into the record.  

And this will fully attest to the fact that the Chinese Communist Party and the Chinese 

government has no influence at all on ZTE operations.  

REP. ROGERS: Let me interrupt you for the -- I'll accept without objection the affidavit, but is 

the signer of that a member of the committee? Yeah. He's a board of director, is he also a 

member of the committee? That would help me understand the accuracy.  

MR. ZHU: Excuse me, which committee?  

REP. ROGERS: The Chinese communist committee that you have acknowledged exists inside 

your --  

MR. ZHU: He's an American citizen.  

REP. ROGERS: So he is not a member of that committee? I'm just curious -- interested about 

the scope of his ability to attest that there is no influence. I will take that for the record.  

And unfortunately, I have run out of time. But I would acknowledge -- Mr. Zhu, you are a 

member of that committee. And I would ask if you will be willing to supply both past and 

present members of the Chinese government committee within your company to this committee.  

MR. ZHU: We are very willing to cooperate with the committee in this regard. And as soon as I 

go back, I will, with all possible speed, work with the related departments to provide you with 

that information. But ZTE is a company that operates globally, and therefore our operations have 

to be in accordance with U.S. law, with EU law and with Chinese law.  

REP. ROGERS: I understand that, which is exactly the purpose of this investigation: to 

determine if those things are in compliance. I will turn it over to Mr. Ruppersberger. I will -- just 

for the record, we have requested this information from both companies. We have received no 



responses. And on certain documents we were told that because of the state secrets law in China 

they could not provide these documents, which is exactly why we get into this confusion, and 

certainly, skepticism about the Chinese government influence on these companies.  

Mr. Ruppersberger?  

REP. RUPPERSBERGER: Yes, well, first, again, thank you for being here and I do want to 

thank both of your companies for meeting with us in China face-to-face to answer questions and 

try to get information. The purpose of investigations are to get facts and data so that we can 

analyze, and then we will render an unclassified report within the next two to three weeks. And I 

-- unclassified and classified also.  

Also, I want to -- Mr. Ding, I want to thank you -- or, thank Huawei, for having your chairman, 

Mr. Ren, meet with us in answering questions. Did you understand that or does that need to be 

interpreted?  

INTERPRETER: (In Chinese.)  

REP. RUPPERSBERGER: OK.  

Now, I want to get into some pretty basic questions. We have asked you for details; we will 

continue to do that. But, I've said this to you in China and I say it now: I believe that it is the 

actions of your country and your government which have been the single biggest factor in 

preventing you from entering or expanding a lot of the world markets, including our market in 

the United States.  

And just to give you the backup, our national counterintelligence executive issued a report 

detailing the volume of cyberattacks -- Chinese-enabled cyberattacks. I made another comment 

to you that if you want to do business in the United States, and we understand -- we are a free 

market enterprise and we understand that we're in a global market, then you have to tell your 

Chinese government to stop cyberattacking our businesses. Just within the last year, our Cyber 

Command estimated that United States businesses lost over $300 billion of trade secrets and of 

technical information.  

Now, we have asked both companies -- Huawei and ZTE -- for detailed, factual information. 

And as of this date, we've asked you both personally, we've asked you in letters that Mr. Rogers 

and I sent, and to this date we have not received detailed answers. Now, your response has been 

that, "we can't give you this information because it is Chinese state secret law." This is exactly 

the issue and what our problem is in the United States -- that China, a Communist country -- not 

a democracy like our United States -- who has the authority and the ability pursuant to your 

constitution and your laws to order you -- people or companies -- to do things that we in our 

democracy would not allow to occur.  

Now, my question is that if the Chinese government won't allow you to give us information, 

that's an indication to us that we have a problem if the Chinese government ordered either one of 

your countries (sic) to use your equipment and expertise to hand over information from your 



United States customers about information involving business secrets or national security. So my 

question is, how would you deal with your Chinese government if they ordered for you to give 

information about our citizens, about our companies that could be used against the United 

States?  

MR. DING: Ranking member Ruppersberger, I am very pleased that I can see you again, and as 

I recall, this is the third time we meet. And I'm also very willing to answer your questions.  

Number one, Huawei is an independent private enterprise. We believe business is business. We 

also need to maintain political independence. And 70 percent of Huawei's business revenue 

comes from markets outside of China. We have never and we will never harm any country or 

harm the integrity of our customers' network. And we will not sympathize with, endure or 

support any kind of activity of this kind. And the -- we will not be (instigated ?) by the 

government or any third party to perform activities of this kind. If we really did, this will be 

corporate suicide for our company. So I believe it will not happen.  

And in Huawei's understanding, cybersecurity is a global issue. The joint efforts of the whole 

enterprises, the governments and also end-users. We in Huawei have already taken an extra mile 

to do this. We have already established and fully implemented a strict end-to-end cybersecurity 

assurance system, which is able to ensure our equipment is secure and reliable.  

In fact, in Huawei, we've kept a very good track record of security. We have not seen any 

security incidents that cause serious consequences. And I know that Huawei operates in over 140 

countries worldwide. We are a global company. The eyes of the world are upon us.  

REP. RUPPERSBERGER: Before we go to you, Mr. Zhu, I do want to ask him this question, 

though. A lot of what your answers are now are the same answers that we've been given 

throughout this hearing. I'm going to ask you the question, as a representative from Huawei: If 

the communist government, communist party, asked you a year from now to give them 

information against your customers that would help -- that would -- getting -- or a spy getting 

information that would affect our businesses or our national security, what would Huawei do? 

And I want a direct answer to that.  

MR. DING: Here I can represent Huawei to answer your questions with -- very responsibly. We 

have not and we would absolutely not be instigated (sic\intimidated) by any third-party 

governments, including Chinese government, to harm any other country or to harm the network 

security of our customers. We believe business is business, and this is very sure.  

REP. RUPPERSBERGER: Even if that meant by denying your government you would go to 

jail?  

MR. DING: Huawei operates complying to laws and regulations. If Huawei has not obeyed -- or 

violated any law, how can the government -- or why will they put us in jail?  



REP. RUPPERSBERGER: OK. Well, there are other members -- if you could just very quickly 

answer the same questions -- there are a lot of other questions, but we have other members, so 

we want to move on.  

MR. ZHU: Ranking Member Ruppersberger, ZTE would never engage in any of the harmful 

behaviors that you listed just now. And as a global and multinational company, we abide by all 

of the local laws and regulations of the jurisdictions in which you -- in which we operate. And 

like you, we condemn those activities. And this is because it is in our own interests. It protects us 

to do so.  

One thing that you asked us is to use our influence on the Chinese government to have 

cyberattacks stopped against the United States. I believe that through this open meeting today, 

that message will be conveyed very clearly to the Chinese government. ZTE as a company has 

no special relationship with the government. We always use public channels available, open 

channels available to anyone to communicate with the government, but we are sure that this open 

meeting today will deliver that message.  

REP. RUPPERSBERGER: Thank you, and I yield -- oh --  

MR. ZHU: And regarding the question you raised about network security, again, as a globally 

operating company that abides by all local laws and regulations, I would hope very much that we 

can work together with the committee. And to this end, I hope that the committee will give 

serious consideration to the trusted delivery model that I mentioned just now in my opening 

statement, because we feel that this is the best way to enhance network security everywhere. And 

I believe that in working with the committee, in addition to talking about this, we should look 

jointly into ways to actually make it happen.  

REP. RUPPERSBERGER: OK. And we want to reinforce again, give us the detailed 

information we're asking for: requirements and obligations and contracts you have with the 

government, information -- financial information, connections to your Chinese bank -- these are 

all detailed questions that we have not received, and we would like you to answer those 

questions.  

Thank you, and I yield back.  

REP. ROGERS: Mr. Zhu, I'm going to have to ask you to wrap up the answer to this question. I 

apologize.  

MR. ZHU: Sir, as soon as we received the request from your committee, we immediately took 

action to request the information you sought from our government and from our clients. But I 

should say again that as a global company, we have to abide by local laws and regulations, so we 

have to abide by American laws, by European laws and also by Chinese laws.  

One thing that we have encountered in the U.S. in our day-to-day operations is that when 

situations between countries differ, there are often conflicts. So, for instance, recently we've seen 

instances where European privacy laws conflicted with certain American requests for financial 



information. And we hope that these conflicts can be resolved by government-to-government 

negotiation so that we will be able to abide by all the laws of the jurisdictions in which we 

operate.  

REP. ROGERS: The information requested, there should be no obligation, except for the 

position put forth by the companies that it was Chinese state secret laws, which is concerning.  

I'm going to ask, as we move forward, I appreciate you advocating for your companies. We 

understand your global footprint. We understand your corporate responsibilities. We have a short 

amount of time. These members have important questions. If you could be brief and direct in 

answering the questions, or we may be forced to interrupt you, and we hope we don't have to do 

that.  

Ms. Myrick.  

REPRESENTATIVE SUE MYRICK (R-NC): Thank you, Mr. Chairman.  

We've heard that your companies sell equipment to Iran, perhaps in violation of U.S. sanctions. 

So Mr. Ding, does your company sell equipment to Iran?  

MR. DING: Congresswoman, Huawei, just like other Western vendors in Iran, we just do 

perform our normal business in that country. And while we do that, we abide by all the 

applicable laws and regulations, as of the United Nations, the E.U., the U.S., as well as 

Shenzhen- related rules.  

REP. MYRICK: Would you provide for the record a list of the specific equipment -- of course, 

we're short on time -- that you do sell in Iran? And I also want to ask you, does your company 

sell the equipment to the Iranian government?  

MR. DING: We have never provided any equipment to the Iranian government. All of -- we 

provided are only for a commercial, civilian use.  

REP. MYRICK: Mr. Zhu, I'll ask you the same question. Does your company currently sell 

equipment to Iran?  

MR. ZHU: We conduct normal business operations in Iran, but we are gradually reducing our 

present operations and we are not starting any new business operations in Iran.  

REP. MYRICK: All right. Have you sold equipment to the -- or, to the Iranian government?  

MR. ZHU: No.  

REP. MYRICK: All right. Thank you.  

If you are going to stop or limit your appearance, your sales in Iran, just how are you going to do 

that?  



MR. ZHU: We have a detailed plan to do that, and actually have been in communication with 

branches of the U.S. government about that very subject.  

REP. MYRICK: All right. Thank you.  

This question is specifically for you, Mr. Zhu. It has been reported ZTE is under investigation by 

the executive branch for violating Iranian sanctions, and it's also been reported that ZTE 

destroyed documents in response to that investigation. Did ZTE destroy documents or hide 

evidence relating to its sales to Iran?  

MR. ZHU: We have noticed that there have been recent media reports about the things that you 

referred to just now, Congresswoman. And we are actively cooperating with branches of the U.S. 

government to investigate this matter and get to the bottom of the truth.  

REP. MYRICK: But you are not answering my question as to whether you did or did not.  

MR. ZHU: Because we are not ourself fully clear about all the accusations in the media, and 

that's why we have a whole team that is working with the U.S government to investigate this. I 

know that sometimes the words or the actions of a single individual can affect us, and that is why 

in terms of dealing with the so-called behaviors we are cooperating with the U.S. government.  

REP. MYRICK: But I thought you were in charge of the operations here in America.  

MR. ZHU: Yes, and that's exactly why we are actively cooperating with the U.S. government to 

investigate what is behind these media reports.  

REP. MYRICK: Did ZTE destroy or hide any documents or any evidence in response to the 

U.S. investigations? Not just about Iran, but the U.S. investigation?  

MR. ZHU: As a global multinational, we abide by all the laws and regulations of the 

jurisdictions that we operate in, and we would never do something like that.  

REP. MYRICK: Well, then, I would like to ask Mr. Ding, in what other countries with 

sanctions regimes must your company limit its business dealings to come into compliance with 

international sanctions regimes, since you say you all -- you know, follow the rules of every 

country that you're in?  

MR. DING: We have, indeed, limited our business operations in those countries of your 

concerns. In fact, long time ago we've already established very strict export control systems in 

our company, and we've also communicated with the American government departments 

including the Department of Commerce and also Department of State in order to better 

understand and be compliant with related laws and regulations.  

REP. MYRICK: Will you provide the committee with a list of the company -- or, the countries 

that we're talking about and that you were talking about the limiting that you are not selling 

because of sanctions?  



MR. DING: Congresswoman, Huawei conducts normal business operations in multiple 

countries and we have not violated any laws and regulations including sanction-related 

requirements in the countries of your concern.  

From last year on since the committee started the investigation, we've had rounds of 

communication with committee members and we've also provided to the committee a wealth of 

information and documents. And here with me, I've also brought the materials we provided to the 

committee including those issues of your concern.  

REP. MYRICK: Well, according to what I'm told, you have not provided it to the committee.  

Mr. Zhu, may I ask you the same question -- whether the countries with sanctioned regimes must 

-- your company limit business dealings to come into compliance with international sanctions 

regime.  

MR. ZHU: We will actively give you the fastest response possible because we have a whole 

team that works on export control, so we will give you an answer as soon as possible.  

REP. MYRICK: Thank you. We would appreciate that very much.  

Thank you -- (off mic).  

REP. ROGERS: And just for the record, the companies have provided us lots of documents but 

very few of them relate to the questions that we have been asking of the companies.  

Mr. Thompson.  

REPRESENTATIVE MIKE THOMPSON (D-CA): Thank you, Mr. Chairman.  

We've heard allegations that Huawei and ZTE significantly underbid or provide other incentives, 

which put their prices well below the prices of your competitors. Has your company ever 

provided goods or services in the United States at a loss?  

MR. DING: Mr. Congressman, it's absolutely not possible because we are here to do business 

and we never operate as loss.  

REP. THOMPSON: Mr. Zhu, the same question, please?  

MR. ZHU: Mr. Congressman, we as a listed company are responsible to our shareholders and 

especially our global shareholders, of which there are 140,000. And so what we do is entirely in 

pursuit of commercial interests. We cannot possibly operate below costs.  

However, I would like to explain one thing that currently our operations in the United States are 

not making money. Not because we don't wish to make money but because our scale is still very 

small. And, like other multinationals, when you first enter a market, there is a period of time 

when you cannot be profitable from the very beginning. But, for us, what creates a problem for 



us is twofold. One is that, as I said, our scale is too small, and the second are the concerns which 

your committee is discussing here today. And for that very reason, we are urging the committee 

to consider the solution that we have proposed of the trusted delivery model because this would 

alleviate your worries and, in turn, that would allow us to expand our business to a reasonable 

scale here.  

REP. THOMPSON: Is that -- is that a "no"? That you don't underprice?  

MR. ZHU: That's correct. We absolutely do not do that because we are in pursuit of profits and 

commercial success.  

REP. THOMPSON: Will you provide our committee with the documents that prove you have 

not sold goods in America at a loss?  

MR. ZHU: Yes.  

REP. THOMPSON: Mr. Ding?  

MR. DING: Of course, yes.  

REP. THOMPSON: I couldn't hear him, sorry.  

INTERPRETER: Of course, yes.  

REP. THOMPSON: Thank you very much.  

Has the -- has the U.S. subsidiary of your company received any loans or other special capital 

injections from the parent company this year? The question is for both.  

MR. DING: Not at Huawei.  

REP. THOMPSON: Not -- I'm sorry, I couldn't hear you.  

MR. DING: Not at Huawei, no.  

REP. THOMPSON: Okay. For ZTE?  

MR. ZHU: No, we have no special funding. Our operations in the U.S. are just conducted 

according to our business model.  

REP. THOMPSON: Are there any other ways that the North American subsidiary of your 

company is supported by the parent company?  

MR. DING: In every region, Huawei subsidiaries, they are independent, private centers. The 

parent company of Hauwei does not provide this kind of financial support to the subsidiaries.  



MR. JINYUN: ZTE's U.S. operations are entirely run according to our business model, in that 

we have no special extra funding for the U.S. operations.  

REP. THOMPSON: Thank you.  

I yield back, Mr. Chairman.  

REP. ROGERS: Thank you, Mr. Thompson.  

Mr. Miller.  

REP. MILLER: Thank you, Mr. Chairman.  

In the United States, if you're the best of something you're considered a national champion, and I 

can tell from your testimony that you're both very proud of your companies and the growth of 

your companies.  

And I guess -- I've heard that you both -- your companies have been touted as national 

champions in China, and I'm just interested in knowing, what is a national champion in China 

business?  

MR. DING: That was a very good question, Congressman.  

In fact, it's not just you who do not understand very well what is national champion. I personally 

do not understand or learned too much about it, about what is national champion. I actually 

learned from the media in China, and I heard that there is such a saying or such a title.  

In fact, we have never been granted a certificate or a title saying that we are a national champion 

and nor have we enjoyed any special policies because of that.  

MR. JINYUN: Congressman, the term "national champion" is also new to me, and I'm not quite 

sure what that term refers to or what it represents.  

If it means that people in my business, or that the public at large, are acknowledging our fast 

development of the past 30 years, then we would be very proud to be called national champions. 

But as I stated in my opening statement, we are a public-listed company, and we have no special 

relationship with the government.  

REP. MILLER: In the United States, if you're a national champion, you use that title as much 

and as broadly as you possibly can. And I would assume if you think that it means that you're the 

best, would you use that in a marketing perspective? Have you ever marketed your companies as 

national champions from China?  

MR. JINYUN: We have never described ourselves in that way whatsoever. We operate 

internationally and we are innovators. We try to be leaders in our industry and do our best for our 

shareholders.  



MR. DING: Hauwei has never used that title of national champion in any of our marketing 

activities because we do not know what that is, and because we also believe that in your business 

operations, when you sell goods or services to the customer, they do not buy from you because 

you are a national champion; they buy from you because of your technology, your quality and 

your good services.  

REP. MILLER: Does the significant amount of customer export financing that your companies 

receive from the Chinese government prove that both Hauwei and ZTE are indeed national 

champions?  

MR. DING: That was also a very good question, Congressman.  

Hauwei has never got any financing on investment from the Chinese government. I think the 

issue of your concern is how come Hauwei developed so fast and is there any concessional loans 

or special interest of loans from Chinese banks behind it?  

I think I can explain clearly to you what are the sources of Hauwei's funding. There are three. 

One is from our employee share ownership program. Two is from our capital operation or 

investments. Three is from the bank loans.  

The first one, the employee share ownership plan, which we have already established a long time 

ago, and in the last 10 years we've got from ESOP 4.6 billion U.S. dollars.  

And the second channel is -- I think it's also known to many people that we sell to subsidiaries, 

to two American companies. One is Emerson. The other is 3Com. And from this channel we've 

got 1.6 billion U.S. dollars.  

And the third channel is bank loans.  

We have partnership and cooperations with 33 banks in the world. Twenty-three of them are 

banks outside of China; 10 of them are banks in China. And last year, for example, in 2011 we 

got $4.6 billion U.S. from this channel. However, 74 percent of that comes from banks outside of 

China. Only 26 percent comes from banks inside of China.  

If the interest rate provided by the Chinese banks are really that low, why don't we get all of 

those loans from banks inside of China?  

REP. MILLER: Let me just follow up very quickly; my time is running out. Your customers get 

the export financing. Isn't there a credit line from which they can draw to the tune of multiple 

billions of dollars?  

MR. DING: Congressman, to address what you said, there is something I must clarify because 

I've seen a lot of coverage from the media which includes a lot of misunderstanding about 

Huawei. The financing we are talking about here is actually financing provided to Huawei's 

customers, not Huawei. And in this process, the banks negotiate independently with the 



customers about what terms and conditions or whether or not they will reach agreement. Huawei 

does not play a role nor do we participate in this process.  

As to the export buyer's credit, it's actually a very common practice in the telecommunications 

industry. For example, in Sweden's action we used EKN to provide this kind of similar 

financing, -- and in the United States, Cisco also use your import and -- export and import banks 

to provide customers' financing. I think this is very normal practice in the industry.  

And moreover, the percentage of expedited credits in these sort of revenues of this industry is 

very small; it's usually about 5 percent. It's not the mainstream, and mainstream would be 

customers buying equipment from the vendors, and this is a common practice.  

REP. ROGERS: Ms. Schakowsky -- Mr. Schiff, excuse me.  

REPRESENTATIVE ADAM SCHIFF (D-CA): Thank you, Mr. Chairman. Mr. Ding and Mr. 

Zhu, thank you for being here. We know that you're here voluntarily and we appreciate your 

testimony.  

If it seems like you're carrying a heavy burden today, it's because you are, although it may be a 

bigger burden than you know. The burden is not that, alone, to demonstrate that your companies 

have engaged in wrongful conduct in the past, but the bigger burden of showing that you have 

the independence to say no to the Chinese government. This is a burden that to date no Chinese 

company has yet been able to demonstrate, particularly in a context in which the Chinese 

government permits, encourages, participates in wholesale theft of trade secrets. And you're 

potentially in a position to provide critical technologies to facilitate that -- this burden is all the 

more heavy.  

Let me ask very specifically, and I'll start with Mr. Ding. Article 11 -- I'll read to you -- of 

Chinese law, state security law, "provides, where state security requires, a state security organ 

may inspect the electronic communication instruments and appliances and other similar 

equipment and installations belonging to any organization or individual."  

Under Article 11, if the Chinese government or the Chinese Communist Party were to come to 

you, Mr. Ding, and say that under Article 11 state security requires them to have access to your 

electronic communications equipment, are you not required to give them access?  

MR. DING: Thank you for your question, and it's nice to see you again, Congressman. I 

personally do not know clearly about such law in China. And if Huawei is put into that situation, 

I think we would say no. Huawei is an independent commercial enterprise. We have never and 

we never harmed any country or any customer's network, and this is our commitment to our 

customers and our commitment to our business's interest.  

REP. SCHIFF: Would you agree, though, Mr. Ding, that the plain language of Article 11 

provides that the state may inspect your communications equipment?  



MR. DING: As to the specific article you mentioned, I have not seen that and I would not be 

able to explain or comment on that.  

REP. SCHIFF: Mr. Zhu, if you accept my reading of the Chinese law -- the plain language of 

the Chinese law -- and you were to say no, is there any case you can cite in a Chinese court 

system that would give us any reason to believe that the courts would be a recourse to you 

against the Chinese government?  

Can you cite one example of a Chinese company that said no to the Chinese government and was 

upheld by a Chinese court?  

MR. DING: Congressman Schiff, I have myself never had any experience of the situation that 

you described and I have no knowledge of any such cases. But as I said, we respect all laws and 

regulations in jurisdictions where we operate and we have never, ever received a request of that 

sort from the Chinese government.  

As I'm sure that you carefully looked up the paragraph that you read from about the right of the 

Chinese authorities to inspect equipment and I would say that if we were ever confronted with 

such a situation, we would also have to look into what U.S. laws on the subject stipulate because 

as I said earlier in my opening statement, multinational companies such as ours, when we operate 

in many countries, sometimes we are caught in conflicting laws of different countries.  

And this puts us in a very difficult situation. We feel that our first obligation is to protect the 

interests of the countries in which we are operating. So to answer your question, no, we would 

not accept such a request. But I do hope that such conflicting laws can be resolved by discussions 

between governments because I'm sure that in its wisdom, members of this committee and 

members of both our governments would be able to find ways to resolve these conflicts. 

Otherwise not just us but companies like FedEx and other companies that operate in many 

countries will continue to be plagued by these conflicting laws.  

REP. SCHIFF: Gentlemen, I appreciate your comments. But I think you are too well-informed 

and too well-represented by both Chinese and American counsel to be unfamiliar with the laws 

that directly apply to your industry. And I also suspect if there was a case of a Chinese company 

saying no to the Chinese government or the Communist Party and seeking refuge in the courts to 

protect its decision, you would be aware of that as well. And while I appreciate your good 

intentions, you're operating within a system where the courts have not yet developed to the point 

where you can seek security in the rule of law in China to say no to the Chinese government.  

And you're also operating in an environment in which the government has facilitated massive 

theft of intellectual property. That is a burden that you and other Chinese companies carry and 

much as I appreciate the efforts you're making to grow your companies and to operate in a 

legitimate manner. The plain language of Chinese law would require you to make your 

equipment available to the Chinese government upon their request. And I see no opportunity for 

you to fight that in the Chinese court system. And I yield back, Mr. Chairman.  



REP. ROGERS: Thank you. I also find that the inconsistency that it was cited that you could 

not provide documents because of the Chinese state secrets law and you're not familiar with the 

law as read by Mr. Schiff. I find that inconsistency troubling. Mr. Conaway?  

REPRESENTATIVE MIKE CONAWAY (R-TX): Thank you, Mr. Chairman. Mr. Ding, in 

your written testimony, you reference 10 state -- or 10 Chinese banks that provide customer 

financing. Can you tell us how many of those banks are state-owned out of the 10?  

MR. DING: Congressman, the 10 banks I've mentioned including the biggest banks in China, 

Industrial and Commercial Bank of China, China Construction Bank and also Bank of China. As 

to the other banks, the detailed information has already been included in the material we 

provided to you in the past. And that's not just includes the names of the 10 banks but also 

detailed information about the lines of credit we get from those banks. And I also have those 

documents with me today and this material on the desk on what we have already provided to the 

committee members.  

REP. CONAWAY: But the question was on state-owned. So three of the banks -- three of the 

biggest banks are state-owned?  

MR. DING: I think they should -- all of them should be public banks.  

REP. CONAWAY: OK.  

MR. DING: Sometimes they are listed in the U.S. or Hong Kong or China.  

REP. CONAWAY: Could you tell the committee what percentage of your customer sales are 

financed through those 10 banks versus the 23 banks you also referenced in your statement?  

MR. DING: I don't have that specific percentage here and I'm not clear about that specific 

figure. However, since the export buyers credits related in total is just about less than 5 percent 

of the sales. So in there, there are 33 banks, 23 of them are international, 10 of them are Chinese 

banks. So if we calculate or estimate, that would be quite small a proportion.  

REP. CONAWAY: Well, I would assume that there's some sort of straight-line relationship 

between the 33 banks.  

Did you court the 10 Chinese banks and are you continually courting other Chinese banks to 

participate in this customer financing arrangements?  

MR. DING: So by other banks, which banks do you mean?  

REP. CONAWAY: So there are only 10 banks in China?  

MR. DING: We only have customer financing relationships with these 10 banks only. And the 

detail of that has already been provided with the documents.  



REP. CONAWAY: OK. For the record, Mr. Ding, are you aware of any Communist Party or 

Chinese government's influence at those banks to get them on the list of 10 that you use for your 

customer financing?  

MR. DING: So you mean the Chinese Communist Party influence those banks? So -- that I do 

not know.  

REP. CONAWAY: All right. In looking at the financial statements of Huawei. You made 

money in 2011. I'm trying to reconcile the change in stockholder's equity. You have a significant 

decrease in stockholder's equity, yet you made money in 2011. We can't find -- at least on a 

quick purview -- a statement of changes in stockholder's equity. Can you tell us why the 

stockholder's equity at the beginning of 2011 didn't increase by the amount of profit made by the 

company in 2011?  

MR. DING: This is a very technical, financial issue, and I really do not know.  

REP. CONAWAY: Let me ask --  

MR. DING: If you are interested in this topic, we can have our financial expert communicating 

about it.  

REP. CONAWAY: OK. Thank you.  

The profit margin in 2011 dropped dramatically from where it had previously been. Is that the 

result of predatory pricing on the part of Huawei in order to gain customer share or market share 

and making less money? Why did your profit margin drop so significantly?  

MR. DING: No, it's not like that, Congressman. Not just the amount -- profit margin of Huawei 

is inferenced. Actually, the whole information and communication technology -- our industry -- 

have all be inferenced by the situation and the profit has dropped for all enterprises in this 

industry. This is an issue all companies in the industry is now facing, no matter in terms of 

development or survival.  

As to the 2011 drop of profit margins, there are mainly two reasons, according to my knowledge. 

One is due to the foreign exchange rates; two is because of our global recruitment. We hired over 

20,000 employees worldwide and that cost us a lot of money.  

REP. CONAWAY: Thank you, Mr. Ding.  

Mr. Zhu, in your statement on page two, you talk about the founding of ZTE with three 

investors, one of them being from Hong Kong. And then on page three, though, you tell us that 

ZTE started out as a private company with some state-owned enterprise investments. Can you 

help us understand the conflict there?  

MR. ZHU: In 1985, when the company was founded, the investors -- as you said -- were three in 

number: One was a Hong Kong company, and one was Mr. Ho, and another natural person. And 



prior to this time, it would be fair to say that every company in China was a state-owned 

company. So a company of this type was new and at that time, this would be considered a private 

company or a joint venture company.  

Subsequently, when the company wanted to list, it needed to bring in new investors. And at that 

time, the Zhongxing (ph) Company was created.  

REP. CONAWAY: So you do -- so you do have some state-owned ownership even today -- of 

your 140,000 shareholders?  

MR. ZHU: I need to give you a more detailed explanation of this arrangement. We, as a listed 

company, have 140,000 shareholders, and the company's management and operations are 

entirely in accord with standard business practices. The Zhongxing (ph) Company that I referred 

to just now is purely an investor. It does not get involved in the operations of the company.  

REP. CONAWAY: Gentlemen, thank you.  

Mr. Ding, I would like to take up your offer to provide the committee in the future -- not right 

now -- the details with respect to the changes in stockholders' ownership, as well as the 

mechanics of the ESOP. Answering such questions as when an employee leaves the company do 

they get to take their shares with them, do they have to sell them back to the ESOP? If dividends 

are declared, do the ESOP then distribute those dividends to the employees, because the issue 

that we're looking for is influences that the Communist Party and/or the central government 

might have on your -- on both your operations. So if you wouldn't mind providing that to us in 

the future, that'd be terrific.  

And Mr. Chairman, I yield back.  

REP. ROGERS: Thank you, Mr. --  

(Cross talk.)  

MR. DING: I would like to clarify several points related to that. One is that the Chinese 

government has no ownerships, no shares in Huawei. Huawei operates independently. It's a 

private company. There's no interference from the Chinese government in terms of our business 

operation, and we have already provided the detailed informations related to the governance 

structures and also the stock ownership structure to the committee in the past. And if you have 

further interest in that, you can also provide us with a list, and those information we have already 

provided to you are still open to the committee. And in our annual report, you can also see very 

clearly our governance structure, and all of those are very transparent.  

REP. CONAWAY: Thank you.  

REP. ROGERS: Ms. Schakowsky.  



REPRESENTATIVE JAN SCHAKOWSKY (D-IL): Thank you very much, Mr. Chairman, 

and thank you, gentlemen, for coming here today to testify. Mr. Ding, I have a question for you. 

In September of 2007, Bain Capital announced a proposal to acquire 3Com -- a deal that would 

have given China-based Huawei Technologies a minority stake in the company.  

This was, according to the Associated Press on April 30th, 2008, quote, "a prospect that raised 

the ire of U.S. lawmakers afraid that sensitive military technology would be transferred to 

China."  

The article goes onto say that Masri, who was president and CEO from August 2006 until 

Tuesday, announced a proposal in September for Boston-based private equity president and CEO 

from August -- no, no, let me start over.  

Masri announced a proposal in September for Boston-based private equity firm Bain Capital 

partners to lead a buyout of (CM ?). He said the deal would help (CM ?) gain freedom from the 

whims of the market and improve its chances of expanding in China. The deal would have given 

Huawei Technologies, Chinese largest -- China's largest manufacturer of telecom equipment, a 

minority stake in 3Com, "a prospect that raised the ire of U.S. lawmakers afraid that sensitive 

military technology would be transferred to China."  

3Com stock rose 34 percent the day the deal was announced but declined after the concerns 

arose, and Bain and 3Com failed to agree on ways to restructure the deal to address lawmakers' 

fears. Bain cited the national security issues in announcing last month that it was giving up on 

the deal.  

Here's my question: Has Huawei -- my understanding is, has made multiple efforts since then to 

acquire parts of or all of U.S. companies. I'm wondering if any of those efforts have succeeded; 

when they haven't, what Huawei has said about the national security issues that have been raised; 

and, is it your intention to continue to pursue partnership -- purchases and partnerships of U.S. 

companies?  

MR. DING: That was quite a lot of questions raised in your statement, and I'm very willing to 

communicate with you about that. As to the cooperation between Bain Capital and Huawei, I 

personally did not participate in that project, so I would not be able to make a comment on that.  

As to whether or not we will have similar cases like that, we've also communicated with CFIUS 

about these related issues. Actually, after the 3Com deal, we also communicated with CFIUS. 

And if you ask whether or not those assets are successful and up until now, no. And if you ask is 

there any plans of a merger and acquisition or similar business like that, in the future we might 

have a merger and acquisition because it's a very common practice in the industry. In fact, in the 

past, Huawei also sold two subsidiaries to American companies -- Emerson and 3Com.  

REP. SCHAKOWSKY: Thank you, Mr. Chairman. I yield back.  

REP. ROGERS: Thanks, Ms. Schakowsky.  



Ms. Bachmann?  

REPRESENTATIVE MICHELE BACHMANN (R-MN): Thank you, Mr. Chairman.  

And thank you, gentlemen, for being here before the committee today. We appreciated our time 

when we could be with you in China. We appreciated the time that we could have for asking 

questions. I think it's obvious from the questions that are being asked of you today the committee 

members didn't feel that we had a full and complete response, and that's our need to ask you 

these questions today.  

In particular, my concern is that we've seen numerous media reports that indicate both Huawei 

and ZTE have been complicit in potentially stealing of either trade secrets or technology from 

other companies, either by hiring employees of previous competitors or by planting employees in 

those firms.  

One of my questions would be in particular -- for example, Huawei was accused by Cisco of 

copying Cisco technology and manuals for sale of -- here in the United States. My question is, 

was Cisco code ever in any of your equipment at any time in Huawei?  

MR. DING: Very good to see you again, Ms. Bachmann. And before I answer your questions, I 

would like to state one point, because I've seen a lot of coverage from the media questioning 

about the success of Huawei, whether it's due to the support of the Chinese government or is the 

theft of technological equipment or codes. I think all of those allegations are groundless. I've 

been working for Huawei for more than 17 years. And these 17 years are indeed the golden age 

of my life, and it's the most wonderful 17 years of my life. And I still feel so proud of the choice 

I made 17 years ago.  

The industry we are in is an industry of sufficient and full competitions. And 25 years ago, just 

like thousands of Silicon Valley startups, we started our company with only 2,500 U.S. dollars. 

And today we've developed to be a big company, serving one-third of the world's population. 

And we have seen our employees working in the most difficult areas, the toughest areas in Asia, 

Africa, North Pole -- various kinds of places. And the success of Huawei is actually the success 

of these openness, transparency and also free-market competition.  

The success of Huawei is actually the success of 140,000 employees at Huawei. It's a success of 

their dedication, their entrepreneurship and their pursue for the dream. So all of these suspicions 

over Huawei are groundless. Huawei's success is very cleared, and there's no question about it.  

REP. BACHMANN: Well, it's a remarkable story that you have to tell, from 2,500 employees 

to one-third of global coverage to 140,000 employees. And that's why we appreciate, and we 

expect there will be great openness and transparency from Huawei here.  

But again, I -- my question was, was Cisco code ever in any of your equipment at any time?  

MR. DING: If I remember well, that happened in 2003, when Cisco sued Huawei for -- 

intellectual property rights infringement. And at that time, Huawei provided our -- (inaudible) -- 



products to Cisco for review. And the result is there was not any infringement found, and in the 

end Cisco withdrew the case. This is the basic situation of that case.  

Huawei respects the intellectual property rights of other people and at the same time we protect 

and safeguard our own interests in terms of intellectual property rights. Every year, Huawei 

invests about 10 percent of its sales revenue into research and development. We have 65,000 

R&D employees working at Huawei, and we also have 50,000 PCT patent applications.  

And this fact makes us in fact the largest owner of -- one of the largest owners of intellectual 

property rights in the world, and this is also the reason why we respect other people's intellectual 

property rights as well as safeguarding our own intellectual property rights. This is our belief in 

commercial value.  

REP. BACHMANN: But as part of the settlement of the case with Cisco, didn't you admit that 

Cisco code was in your equipment?  

MR. DING: As specifically to the source code, these -- the source code of the issues concerned 

was actually from a third-party partner. Those are already available and open on the Internet. 

And I would like to also emphasize that we respect other people's intellectual property rights and 

we also advocate with a lot of effort intellectual property rights in China and also in the world 

because we understand that as the protection of our own interests as well.  

REP. BACHMANN: And I believe that I've run out of time to ask any further questions, Mr. 

Chair. One question I would just like to ask the witnesses to respond in writing and that would be 

regarding the Motorola Corporation. And that question would be that I would ask that they 

would respond in writing subsequent to this hearing is, as alleged in the Motorola lawsuit, did 

Huawei attempt to steal trade secrets using Motorola employees, and we'll await that answer. 

Thank you, and I yield back.  

REP. ROGERS: (Off mic.)  

REP. BACHMANN: And I have further questions I'll submit for the record.  

MR. DING: Ms. Bachmann, Huawei's absolutely not; it's impossible. And we can provide to 

you all of the related situations of the Motorola case. And you might not know about another 

case between Huawei and Motorola which is Huawei sued Motorola for its infringement of 

intellectual -- of the trade secrets and the court granted a preliminary injunction to -- about the 

case and we, in the end, reached settlement but Motorola paid.  

REP. BACHMANN: Thank you very much. And Mr. Chairman, I yield back.  

REP. ROGERS: Thank you. Mr. Boren.  

REP. BOREN: Thank you, Mr. Chairman. This is a question for Mr. Ding. Huawei claims that 

the company is an employee-owned enterprise, but the employee ownership program still 

remains unclear after even several questions today. Who determines the price of Huawei's shares 



at any given time, who are the largest shareholders and are there any non-Chinese employees 

who are shareholders? All in one question, and then I've got a follow-up.  

MR. DING: Thank you for your questions. The employee stock ownership plan is our internal 

stock ownership plan of Huawei and we have -- the price of our stock is set according to the net 

assets -- a total net asset of the company -- and then we calculate the price per share. The largest 

-- single largest shareholder of Huawei is actually our CEO and founder, Mr. Ren, who has about 

1.3 percent of the share of Huawei, and the information I've just provided to you has already 

been included in our annual report in detail.  

As to the last part of the question, whether -- how many non- Chinese shareholders do we have at 

Huawei, due to the foreign exchange and controls policies in China, we have only about a 

hundred people who are non-Chinese citizens and have the share of Huawei, and that happened 

in quite early stage of the establishment of the program. And after that duration of time, we have 

not added other non-Chinese stakeholders.  

REP. BOREN: OK. Thank you for that answer. A follow-up -- the draft employee stock 

agreement you provided indicates that Mr. Ren shall have a right to veto any decision or any of 

the decisions of the Huawei board of directors, commission and shareholders meeting of the 

company. Has Mr. Ren ever vetoed any decision of the shareholders, has Mr. Ren ever vetoed 

any decision of the board and is it fair to say that Huawei is an employee-owned company when 

Mr. Ren has veto power over all decisions?  

MR. DING: Thank you for your questions. In fact, in meetings when I'd meet with Mr. Ren 

and/or the global advisors of Huawei in Europe, we've asked that question to Mr. Ren and he 

said that he -- although he has the veto right he has never used it.  

REP. BOREN: OK. A couple more questions both for Mr. Ding and Mr. Zhu. The -- we've 

heard how both companies claim to be independent of the Chinese government and their 

influence.  

That said, have you ever marketed your company to potential customers as being backed by or 

supported by the Chinese government, and we've heard it from other companies around the 

world that have heard this, and how would you respond to what those other companies are saying 

about you? And we could start with Mr. Ding and then Mr. Zhu.  

MR. DING: I do not know where that information comes from. However, Huawei has never 

been that kind of backed by the Chinese government. And I worked in Huawei for 17 years, and 

I've worked in China and also markets outside of China. I have not seen any occasion like that.  

REP. BOREN: Thank you.  

MR. ZHU: Thank you for your question, Congressman. I think I should share with you some 

facts to demonstrate how ZTE is acting as an independent, transparent listed company. And if 

you look from the time we were established in 1985 until our first IPO in 1997, in Shenzhen, 

followed by a second IPO in 2004 in Hong Kong -- and then subsequently in 2009 and this year, 



when we sold bonds -- what you find is that each time ZTE needed money, it went to the capital 

markets to get the money needed for its --for the development.  

And I think this demonstrates that this company operates according to market principles and in 

accordance with international standards. And our operations are overseen by our 140,000 

shareholders and they're also regularly audited, and we have never stepped beyond the bounds of 

any normal business operations. We have no special relationship with the Chinese government.  

And I should share with you something from my own personal experience. Because I joined ZTE 

in 1998 -- and I went into the research and development department. And in 2001, CBM, a 

network technology, was just beginning to develop, and we were very enthusiastic and we felt 

that since we were working on this it would put us in a very favorable market condition -- market 

position in China.  

And somewhat to our dismay, we wound up getting only 7 percent of the market share in China -

- which is to say that even 15 years after we were founded, we still had to count only on our own 

abilities to innovate and our own hard work in order to develop and grow effectively in China. 

And I think you can just say, if we had Chinese government backing, how is it that we would 

have such small market share in our endeavors?  

So I think that you can see then that ever since we were established we have been transparent. 

We have grown, we have tried to become a global company and we operate the way any other 

listed company would operate.  

REP. BOREN: Thank you. I yield back, Mr. Chairman.  

REP. ROGERS: (Off mic.)  

REPRESENTATIVE LUIS GUTIERREZ (D-IL): Thank you, Mr. Chairman.  

Well, I share -- the question -- I'm going to ask questions of Huawei, and I share a lot of the 

skepticism that you can probably take away from the questions that have been asked during this 

morning and part of this afternoon in terms of the lack of the government and Huawei being 

disconnected and independent of one from the other. Having said that, I want to ask you, what 

percent of Huawei's revenue is generated in China and what percentage is generated outside of 

China?  

MR. DING: About 30 percent comes from inside China, and 70 percent outside China.  

REP. GUTIERREZ: Following up on that -- so could you explain why you think -- or maybe 

you know -- given the kind of symmetry that exists and harmony that exists between England 

and the United States on political, economic and military issues, why it is you've had more 

success there than in the United States of America?  

INTERPRETER: I'll translate the first part first.  



I would like to --  

(Cross talk.)  

REP. GUTIERREZ: Sounds like he's having a little more trouble.  

MR. DING: I would like to explain a little bit on why Huawei has 30 percent of its revenue 

coming from inside China. It's nothing strange in this. For example, in the United States, Cisco 

also has 50 percent of its revenue coming from domestic and the other 50 percent approximately 

comes from the overseas market, if I remember well.  

And, also, China is a country of large populations. Although we have a lot of foreign vendors in 

the same country -- for example, Ericsson and Naugei Siemens Networks -- the market is big 

enough, and since we also initiated our business in this market, it's natural that we have such 

percentage of business in China.  

As to why Huawei is more successful in the British market, in all of those countries Huawei 

operates in -- no matter we talking about U.K. or U.S. -- we always hope we can have booming 

development in these markets, and we also hope that we can contribute to the society and also 

the local community as well as creating more jobs. And I think this is also my responsibility as 

the chief Huawei representative to the U.S. And we've been faced with more challenges in the 

United States compared with what we face in the U.K. And this is also why I'm here today 

attending this hearing: to clarify those misunderstandings about Huawei and Huawei's hope that 

we can compete with fair opportunities in the market.  

REP. GUTIERREZ: Well, you didn't answer the question. I asked specifically why was it that 

the challenges that you have in the United States -- you overcame them in the United Kingdom, 

and I didn't hear an answer to that.  

MR. DING: This is my personal opinion: I think the United Kingdom's government also values 

cybersecurity a lot, just like all other governments in the world. And when Huawei entered the 

British market, we were a new company and there are already other vendors operating in the 

market. And then we communicated with the British government about what would be good 

solutions to cybersecurity issues. And the result of that is we built a cybersecurity evaluation 

center which checks the hardware and software provided by Huawei and for all vendors. I think 

this is a very practical way to address cybersecurity.  

REP. GUTIERREZ: So, in the United States of America, who are your main competitors? 

Given your lack of success, I'd like to know who are your competitors in the United States. I 

know you've mentioned -- I've heard Motorola and Cisco. Are there any others?  

MR. DING: I really feel -- do not know how to answer your question about who are the major 

competitors of Huawei because we only have 0.5 percent of the market share in the carrier 

network market in the United States, the major vendors of the industry are Ericsson, Alcatel-

Lucent and Cisco. And there's no way that we can compete with them.  



However, we procured $6.6 billion U.S. of goods and services in the United States, and we are 

the partner of the American companies rather than competitors.  

REP. GUTIERREZ: Thank you very much, Mr. Chairman. You've been very generous.  

REP. ROGERS: Thank you.  

Well, thank you very much, gentlemen, for being here today. The committee has a very 

important job to do here and we don't take this job lightly. It is our job and responsibility to 

ensure that the networks of the United States meet our national security standards for the 

protection of the American people.  

I can say I'm a little disappointed today. I was hoping for more transparency, more directness in 

some of the answers that we have already answered by -- in written documentation and have not 

received. And several things stood out to me today: When you're asking to come into a U.S. 

market and control large swaths of our infrastructure, and you're not aware of Chinese state law 

that would require you to disclose the very sensitive and personal information of the individuals 

operating over that market is very concerning. Just the fact that you weren't aware of that even if 

there were a conflict to -- of which would -- could be mediated -- very, very concerning.  

The fact that you are a strategic sector in China -- and there are many public statements about 

your companies being national champions, which has a different meaning in China than it does 

in the United States, and you're just absolutely not familiar with it when your own public 

officials are on public record making those statements. Other inconsistencies worry me greatly. 

We'll have to have a tough assignment here to try to go back and try to give a fair and thorough 

evaluation of all the facts, both public answers here at this hearing and in classified collection, to 

make the determination of what will end up in our report.  

I appreciate you appearing here today and I'm sure you'll be hearing from us.  

I would urge you strongly to answer the questions that you have agreed to this committee you 

would provide the answers to.  

And again, one other concern that we have is that there is a center -- a sphere of government 

influence in your companies of which you either can't identify their roles and responsibilities or 

won't. Either way, is unacceptable when you're talking about entrusting millions of sensitive bits 

of information from U.S. citizens and our companies.  

So with that, this meeting is adjourned. (Sounds gavel.)  

 

END  
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CONSTITUTION OF THE COMMUNIST PARTY OF CHINA

Revised and adopted at the 19th National Congress of the
Communist Party of China on October 24, 2017

General Program

The Communist Party of China is the vanguard of the Chinese working class, the
Chinese people, and the Chinese nation. It is the leadership core for the cause of socialism
with Chinese characteristics and represents the developmental demands of China’s
advanced productive forces, the orientation for China’s advanced culture, and the
fundamental interests of the greatest possible majority of the Chinese people. The Party’s
highest ideal and ultimate goal is the realization of communism.

The Communist Party of China uses Marxism-Leninism, Mao Zedong Thought, Deng
Xiaoping Theory, the Theory of Three Represents, the Scientific Outlook on Development,
and Xi Jinping Thought on Socialism with Chinese Characteristics for a New Era as its
guides to action.

Marxism-Leninism reveals the laws governing the development of the history of
human society. Its basic tenets are correct and have tremendous vitality. The highest ideal
of communism pursued by Chinese Communists can be realized only when socialist
society is fully developed and highly advanced. The development and improvement of the
socialist system is a long historical process. By upholding the basic tenets of
Marxism-Leninism and following the path suited to China’s specific conditions as chosen
by the Chinese people, China’s socialist cause will ultimately be victorious.

With Comrade Mao Zedong as their chief representative, Chinese Communists
developed Mao Zedong Thought by combining the basic tenets of Marxism-Leninism with
the actual practice of the Chinese revolution. Mao Zedong Thought is the application and
development of Marxism-Leninism in China; it is a body of theoretical principles and a
summary of experiences, proven correct in practice, relating to China’s revolution and
construction; and it is a crystallization of the collective wisdom of the Communist Party of
China. Under the guidance of Mao Zedong Thought, the Communist Party of China led the
Chinese people of all ethnic groups in the long revolutionary struggle against imperialism,
feudalism, and bureaucratic capitalism, securing victory in the new democratic revolution
and founding the People’s Republic of China, a people’s democratic dictatorship. After the
founding of the People’s Republic, the Communist Party of China successfully led the
people in carrying out socialist transformation, completing the transition from New
Democracy to socialism, establishing the basic socialist system, and developing a socialist
economy, politics, and culture.

After the Third Plenary Session of the 11th Central Committee of the Communist Party
of China, Chinese Communists, with Comrade Deng Xiaoping as their chief representative,
analyzed both positive and negative experience gained since the founding of the People’s
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Republic, emancipated the mind, and sought truth from facts. They shifted the focus of the
whole Party’s work onto economic development and introduced reform and opening up,
thereby ushering in a new era of development in socialism; they gradually formulated the
line, principles, and policies for building socialism with Chinese characteristics, brought
clarity to basic questions on building, consolidating, and developing socialism in China,
and thus established Deng Xiaoping Theory. Deng Xiaoping Theory is the product of
combining Marxism-Leninism’s basic tenets with practice in contemporary China and the
particular features of the era; it is a continuation and development of Mao Zedong Thought
under new historical conditions; it represents a new stage for the development of Marxism
in China; it is the Marxism of contemporary China and a crystallization of the collective
wisdom of the Communist Party of China; and it guides the continuous progression of
China’s socialist modernization.

After the Fourth Plenary Session of the 13th Central Committee of the Communist
Party of China, Chinese Communists, with Comrade Jiang Zemin as their chief
representative, through developing socialism with Chinese characteristics in practice,
deepened their understanding of what socialism is and how to build it, and what kind of
party to build and how to build it, and gathered valuable new experience in governing the
Party and the country, thus forming the Theory of Three Represents. The Theory of Three
Represents, which is a continuation and development of Marxism-Leninism, Mao Zedong
Thought, and Deng Xiaoping Theory, reflects new demands that the developments and
changes in today’s world and in China have placed on the Party and the government in
their work. A powerful theoretical tool for strengthening and improving Party building and
promoting the self-improvement and development of China’s socialism, it is a
crystallization of the collective wisdom of the Communist Party of China and a guiding
ideology that the Party must uphold in the long term. Always ensuring the Theory of Three
Represents is practiced is the foundation of the Party’s own development, the cornerstone
of governance by the Party, and the source of the Party’s strength.

After the Party’s 16th National Congress, Chinese Communists, with Comrade Hu
Jintao as their chief representative, continued to take Deng Xiaoping Theory and the Theory
of Three Represents as their guide. On the basis of the new demands of development they
forged a deep understanding of and answered major questions, including what kind of
development to pursue and how to pursue it in a new situation, thus forming the Scientific
Outlook on Development, which puts people first and calls for comprehensive, balanced,
and sustainable development. The Scientific Outlook on Development is a scientific theory
that continues in congruence with Marxism-Leninism, Mao Zedong Thought, Deng
Xiaoping Theory, and the Theory of Three Represents, while advancing with the times. It
fully embodies the Marxist worldview and methodology on development and represents a
major achievement in adapting Marxism to the Chinese context. It is a crystallization of the
collective wisdom of the Communist Party of China and a guiding ideology that must be
upheld long term in developing socialism with Chinese characteristics.

Since the Party’s 18th National Congress, Chinese Communists, with Comrade Xi
Jinping as their chief representative, in response to contemporary developments and by
integrating theory with practice, have systematically addressed the major question of our
times—what kind of socialism with Chinese characteristics the new era requires us to
uphold and develop and how we should uphold and develop it, thus giving shape to Xi
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Jinping Thought on Socialism with Chinese Characteristics for a New Era. The Thought is a
continuation and development of Marxism-Leninism, Mao Zedong Thought, Deng
Xiaoping Theory, the Theory of Three Represents, and the Scientific Outlook on
Development. It is the latest achievement in adapting Marxism to the Chinese context, a
crystallization of the practical experience and collective wisdom of the Party and the people,
an important component of the theoretical system of socialism with Chinese characteristics,
and a guide to action for the entire Party and all the Chinese people to strive for the great
rejuvenation of the Chinese nation, and must be upheld long term and constantly
developed. Under the guidance of Xi Jinping Thought on Socialism with Chinese
Characteristics for a New Era, the Communist Party of China has led the Chinese people of
all ethnic groups in a concerted effort to carry out a great struggle, develop a great project,
advance a great cause, and realize a great dream, ushering in a new era of socialism with
Chinese characteristics.

Ultimately, the fundamental reason for all of China’s achievements and progress since
reform and opening up began is that the Party has forged a path, formed a theoretical
system, established a system, and developed a culture for socialism with Chinese
characteristics. All Party members must cherish deeply, uphold long term, and continue to
develop this path, this theoretical system, this socialist system, and this culture, which the
Party has developed through great hardship. All Party members must hold high the great
banner of socialism with Chinese characteristics, have firm confidence in its path, theory,
system, and culture, implement the Party’s basic theory, basic line, and basic policy, and
strive to fulfill the three historic tasks of advancing modernization, achieving China’s
reunification, and safeguarding world peace and promoting common development, achieve
the two centenary goals, and realize the Chinese Dream of national rejuvenation.

China is currently in the primary stage of socialism and will remain so for a long time
to come. This is a stage of history that cannot be bypassed as China, which used to be
economically and culturally lagging, makes progress in socialist modernization; it will take
over a century. China’s development of socialism must begin from China’s own
circumstances and must follow the path of socialism with Chinese characteristics. At the
present stage, the principal contradiction in Chinese society is that between the
ever-growing needs of the people for a better life and unbalanced and inadequate
development. Owing to both domestic factors and international influences, a certain
amount of class struggle will continue to exist for a long time to come, and under certain
circumstances may even grow more pronounced, however, it is no longer the principal
contradiction. In building socialism in China, the basic tasks are to further release and
develop the productive forces and gradually achieve socialist modernization and, to this
end, reform those elements and areas within the relations of production and the
superstructure that are unsuited to the development of the productive forces.

The Party must uphold and improve the basic economic system whereby public
ownership plays a dominant role and economic entities under diverse forms of ownership
develop side by side. It must maintain and improve the distribution system whereby
distribution according to labor is dominant and a variety of other modes of distribution
exist alongside it. It must encourage some areas and some people to become well-off first,
gradually eliminate poverty, achieve common prosperity, and on the basis of developing
production and social wealth, keep meeting the people’s ever-growing needs for a better



4 / 28

life and promote people’s well-rounded development.
Development is the Party’s top priority in governing and rejuvenating the country. The

Party must commit to a people-centered philosophy of development and pursue the vision
of innovative, coordinated, green, and open development that is for everyone. The general
starting point and criteria for judging each item of the Party’s work are that it must benefit
the development of the socialist productive forces, be conducive to increasing socialist
China’s overall strength, and help to improve the people’s living standards. The Party must
respect labor, knowledge, talent, and creativity and ensure that development is for the
people and relies on the people, and that its fruits are shared among the people.

The beginning of the new century marked China’s entry into a new stage of
development in building a moderately prosperous society in all respects and accelerating
socialist modernization. In accordance with the five-sphere integrated plan and the
four-pronged comprehensive strategy for the cause of socialism with Chinese
characteristics, the Party must promote coordinated economic, political, cultural, social, and
ecological advancement, and coordinate efforts to finish building a moderately prosperous
society in all respects, comprehensively deepen reform, fully advance the law-based
governance of China, and strengthen Party self-governance in every respect.

In this new era in the new century, the strategic objectives of economic and social
development are to finish building a moderately prosperous society in all respects by the
time the Party marks its centenary and to build China into a great modern socialist country
in every dimension by the time the People’s Republic celebrates its centenary.

The basic line of the Communist Party of China in the primary stage of socialism is to
lead all the people of China together in a self-reliant and pioneering effort, making
economic development the central task, upholding the Four Cardinal Principles, and
remaining committed to reform and opening up, so as to see China becomes a great
modern socialist country that is prosperous, strong, democratic, culturally advanced,
harmonious, and beautiful.

In leading the cause of socialism, the Communist Party of China must continue its
commitment to economic development as the central task, and all other work must take an
ancillary role and serve this center. The Party shall implement the strategy for invigorating
China through science and education, the strategy on developing a quality work force, the
innovation-driven development strategy, the rural vitalization strategy, the coordinated
regional development strategy, the sustainable development strategy, and the
military-civilian integration strategy. It shall give full play to the role of science and
technology as primary productive forces and the role of innovation as the primary force
driving development, draw on advances in science and technology, improve the quality of
the country’s workforce, and ensure higher-quality and more efficient, equitable, and
sustainable development of the economy.

The Four Cardinal Principles—to keep to the path of socialism, to uphold the people’s
democratic dictatorship, to uphold the leadership of the Communist Party of China, and to
uphold Marxism-Leninism and Mao Zedong Thought—form the foundation for building
the country. Throughout the whole course of socialist modernization, the Party must
adhere to the Four Cardinal Principles and oppose bourgeois liberalization.

A continued commitment to reform and opening up is the path to a stronger China.
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Only through reform and opening up can we develop China, develop socialism, and
develop Marxism. The Party must comprehensively deepen reform, improve and develop
the system of socialism with Chinese characteristics, and modernize China’s system and
capacity for governance. The Party must fundamentally reform the economic structure that
constrains the development of the productive forces and uphold and improve the socialist
market economy; and in congruence with this it must undertake political structural reform
and reform in other fields. The Party must uphold the fundamental national policy of
making China open to the world and embrace and learn from all achievements of human
society. In carrying out reform and opening up, the Party should be boldly explorative and
brave in breaking new ground; the Party should improve the scientific nature of
reform-related decision making, pursue reform in a more systematic, holistic, and
coordinated way, and pioneer new approaches through practice.

The Communist Party of China shall lead the people in developing the socialist market
economy. It shall be firm in consolidating and developing the public sector of the economy
and shall remain steadfast in encouraging, supporting, and guiding the development of the
non-public sector. It shall give play to the decisive role of market forces in resource
allocation and ensure the government plays its role better, and establish a sound system for
macroeconomic regulation. The Party shall work to balance urban and rural development,
development among regions, economic and social development, relations between
humankind and nature, and domestic development and openness to the world. It shall
adjust the economic structure, transform the growth model, and advance supply-side
structural reform. The Party shall promote the synchronized development of new
industrialization, information technology application, urbanization, and agricultural
modernization, and shall build a new socialist countryside, take a new path of
industrialization with Chinese characteristics, and build China into a country of innovation
and a global leader in science and technology.

The Communist Party of China shall lead the people in developing socialist democracy.
It shall preserve the organic unity of Party leadership, the running of the country by the
people, and law-based governance, follow the Chinese socialist path of political
development, expand socialist democracy, develop a socialist rule of law system with
Chinese characteristics, and build a socialist rule of law country, thereby consolidating the
people’s democratic dictatorship and developing a socialist political civilization. It shall
uphold and improve the people’s congress system, the Communist Party-led system of
multiparty cooperation and political consultation, the system of regional ethnic autonomy,
and the system of public self-governance at the primary level. The Party shall develop a
broader, fuller, and more robust people’s democracy, advance extensive, multilevel, and
institutionalized development of consultative democracy, and act in earnest to protect the
people’s right to manage state and social affairs and to manage economic and cultural
matters. It shall respect and safeguard human rights. The Party shall encourage the free
expression of views and work to establish sound systems and procedures for democratic
elections, decision-making, administration, and oversight. It shall improve the socialist
system of laws with Chinese characteristics and strengthen the implementation of law, to
bring all the work of the state under the rule of law.

The Communist Party of China shall lead the people in developing advanced socialist
culture. It shall promote socialist cultural-ethical progress, ensure the practice of the rule of
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law in combination with the rule of virtue, and work to strengthen the thinking and
morality as well as the knowledge of science and culture of the whole nation to provide
powerful ideological guarantees, motivation, and intellectual support for reform, opening
up, and socialist modernization, and develop a strong socialist culture in China. It shall
strengthen the system of core socialist values, uphold Marxism as its guiding ideology,
foster the common ideal of socialism with Chinese characteristics, promote a national spirit
to which patriotism is central and a spirit of the times centered on reform and innovation,
cultivate and practice core socialist values, and champion the socialist concept of honor and
disgrace. It shall work to strengthen the people’s sense of national dignity, self-confidence,
and self-reliance, protect against the corroding influence of decadent capitalist and feudal
ideas, and eliminate all social ills, endeavoring to see that the people of China are people of
high ideals and moral integrity and are cultured and disciplined. It must better educate its
members of the great ideal of communism. The Party shall strive to develop educational,
scientific, and cultural undertakings, promote the creative evolution and innovative
development of fine traditional Chinese culture, carry forward our revolutionary culture,
develop an advanced socialist culture, and enhance our country’s cultural soft power. The
Party shall hold firmly the leading position in ideological work, constantly consolidate the
guiding position of Marxism in the realm of ideology, and cement the common ideological
foundation which underpins the concerted endeavor of the entire Party and all the Chinese
people.

The Communist Party of China shall lead the people in building a harmonious socialist
society. In accord with the overall demands of democracy and the rule of law, equity and
justice, honesty and fraternity, vigor and vitality, stability and order, and harmony between
humankind and nature, and in line with the principle of building together and sharing
together such a society, the Party shall work to solve problems of the greatest, most
immediate, and most practical concern to the people. In doing this, it shall focus on
ensuring and improving living standards. It shall work to ensure the fruits of development
are of greater and more equitable benefit to the people, help them gain an increasingly
stronger sense of fulfillment, and strive to see that all people realize their potential, find
their proper place in society, and live together in harmony. The Party shall strengthen and
develop new approaches to social governance. It shall strictly distinguish between and
properly handle contradictions between us and enemies and contradictions among the
people, these two different types of contradiction. It shall strengthen comprehensive
measures to maintain law and order, and work with firm resolve and in accordance with
the law to combat criminal activities that endanger national security and national interests,
or threaten social stability or economic development, and will bring criminals to justice,
maintaining lasting social stability. The Party shall pursue a holistic approach to national
security and resolutely safeguard China’s sovereignty, security, and development interests.

The Communist Party of China shall lead the people in building a socialist ecological
civilization. It shall strengthen the philosophy underlying ecological civilization that nature
should be respected, adapted to, and protected; fully understand that lucid waters and lush
mountains are invaluable assets; follow the fundamental national policy of conserving
resources and protecting the environment; uphold the principle of prioritizing resource
conservation and environmental protection and letting nature restore itself; and take a
positive path to development that ensures increased production, higher living standards,
and healthy ecosystems. The Party shall strive to build a resource-conserving,
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environmentally friendly society, implement the strictest possible environmental protection
systems, and work to shape spatial layouts, industrial structures, modes of production, and
ways of life that are conducive to resource conservation and environmental protection,
creating good working and living environments for the people, and ensuring sustainable
development for the Chinese nation.

The Communist Party of China shall uphold its absolute leadership over the People’s
Liberation Army and other people’s armed forces; implement Xi Jinping’s thinking on
strengthening the military; strengthen the development of the People’s Liberation Army by
enhancing its political loyalty, strengthening it through reform and technology, and
running it in accordance with the law; build people's forces that obey the Party’s command,
can fight and win, and maintain excellent conduct; ensure that the People’s Liberation
Army accomplishes its missions and tasks in the new era; and give full play to the role of
the People’s Liberation Army in consolidating national defense, defending the motherland,
and participating in socialist modernization.

The Communist Party of China shall preserve and develop socialist relations among
ethnic groups based on equality, solidarity, mutual assistance, and harmony; work
proactively to train and select officials from ethnic minorities; help ethnic minorities and
areas with concentrations of ethnic minorities with economic, cultural, and social
development; foster a strong sense of community for the Chinese nation; and ensure that all
ethnic groups work together for common development and prosperity. The Party shall
fully implement its basic policy on religion, and encourage religious believers to contribute
to economic and social development.

The Communist Party of China shall urge all workers, farmers, and intellectuals, and
all other political parties, persons without party affiliation, and the patriotic forces of all
ethnic groups in China to further develop and expand the broadest possible patriotic united
front embracing all socialist workers, all those working for the socialist cause, all patriots
who support socialism, all patriots who support the reunification of the motherland, and all
patriots who are dedicated to the rejuvenation of the Chinese nation. The Party shall work
continuously to strengthen the unity of all the Chinese people, including compatriots in the
Hong Kong and Macao special administrative regions and in Taiwan as well as overseas
Chinese. It shall promote long-term prosperity and stability in Hong Kong and Macao and
achieve the reunification of the motherland in conformity with the principle of “one
country, two systems.”

The Communist Party of China shall uphold an independent foreign policy of peace,
follow a path of peaceful development, continue with the win-win opening up strategy,
consider both domestic and international situations, and actively foster relations with other
countries, endeavoring to develop a favorable international environment for China’s reform,
opening up, and modernization. In international affairs, it shall uphold justice while
pursuing shared interests, safeguard China’s independence and sovereignty, oppose
hegemonism and power politics, defend world peace, promote human progress, work to
build a community with a shared future for mankind, and advance the building of a
harmonious world of lasting peace and common prosperity. It shall develop relations
between China and other countries on the basis of the five principles of mutual respect for
sovereignty and territorial integrity, mutual nonaggression, mutual noninterference in
internal affairs, equality and mutual benefit, and peaceful coexistence. The Party shall
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constantly work to develop good neighborly relations between China and its surrounding
countries and work to strengthen unity and cooperation between China and other
developing countries. It shall follow the principle of achieving shared growth through
discussion and collaboration, and pursue the Belt and Road Initiative. The Communist
Party of China shall develop relations with the Communist parties and other political
parties of other countries in accordance with the principles of independence, complete
equality, mutual respect, and noninterference in each other’s internal affairs.

To lead the Chinese people of all ethnic groups to achieve the two centenary goals and
realize the Chinese Dream of national rejuvenation, the Communist Party of China must
follow its basic line; exercise self-supervision and strengthen self-governance in every
respect; strengthen its long-term governance capacity, its advanced nature, and its purity;
and, in the spirit of reform and innovation, make comprehensive moves to press ahead
with the great new project of Party building. It must take enhancing its political building as
the overarching principle and make comprehensive efforts to ensure that the Party’s
political work is stressed, ideology is strengthened, organizations are consolidated, conduct
is improved, and discipline is maintained, institutional development is always emphasized,
and the fight against corruption keeps going, thus building the Party more effectively in all
respects. It must uphold the principle that the Party builds itself in the interests of, and
exercises governance for, the people, and see that its fine traditions and positive work style
continue to thrive. It must constantly work to improve the way it exercises leadership and
governance and strengthen its ability to resist corruption, prevent moral decline, and
withstand risks. It must constantly strengthen its ability to purify, improve, reform, and
excel itself. It must constantly strengthen its class foundation, expand its mass base,
enhance its creativity, cohesion, and readiness to meet challenges, and build itself up as an
ever-learning, service-oriented, and innovative Marxist governing party. The Party should
thus be able to forever stand at the forefront of the times and become a strong core capable
of leading all the people of China as they continue to advance along the road of socialism
with Chinese characteristics. In building itself, the Party must work with firm resolve to
meet the following five fundamental requirements.

1. Adherence to the Party’s basic line. The whole Party must use Deng Xiaoping Theory,
the Theory of Three Represents, the Scientific Outlook on Development, Xi Jinping Thought
on Socialism with Chinese Characteristics for a New Era, and the Party’s basic line to
achieve unity in thought and action, and must resolutely continue to do so in the long term.
The Party must ensure that reform and opening up are carried out in unity with the Four
Cardinal Principles, put its basic line into effect in all fields of endeavor, and combat all
mistaken tendencies of the “Left” and Right, maintaining vigilance against Rightist
tendencies, but primarily defending against “Leftist” tendencies. The Party must strengthen
work to improve leading bodies at all levels, training and selecting the good officials that
our Party and people need, and it must cultivate and train millions of successors to
continue the cause of socialism, thus ensuring organizationally that the Party’s basic theory,
basic line, and basic policy are fully implemented and applied.

2. Commitment to emancipating the mind, seeking truth from facts, advancing with the
times, and being realistic and pragmatic. The Party’s line of thinking is to proceed from
reality in all it does, to integrate theory with practice, to seek truth from facts, and to verify
and develop truths through practice. All Party members must uphold this line of thinking,
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actively exploring and boldly experimenting, breaking ground and making innovations,
and working with creativity; never cease to study new situations, reflect on new
experiences, and solve new problems; and enrich and develop Marxism through practice
and advance the adaption of Marxism to the Chinese context.

3. Dedication to wholeheartedly serving the people. Besides the interests of the working
class and the broadest possible majority of the people, the Party has no special interests of
its own. It shall, at all times, give top priority to the interests of the people, share weal and
woe with them, and maintain the closest possible ties with them. It shall exercise power for
the people, demonstrate concern for them, and work in their interests, never allowing any
member to become disengaged from the people or to behave as if they are above them. The
biggest political advantage the Party has is its close ties with the people while the biggest
potential danger it faces as a governing party is becoming distanced from them. Party
conduct and the Party’s ties with the people are of paramount importance to the Party. In
its own work, the Party shall follow the mass line, seeing that everything is for the people
and everything relies on the people, exercising the principle of “from the people, to the
people,” and translating the correct ideas of the Party into the voluntary action of the
people.

4. Resolve in upholding democratic centralism. Democratic centralism combines
centralism built on the basis of democracy with democracy under centralized guidance. It is
both the Party’s fundamental organizational principle and the application of the mass line
in everyday Party activities. The Party must fully encourage intraparty democracy, respect
the principal position of its members, safeguard their democratic rights, and give play to
the initiative and creativity of Party organizations at every level and all Party members.
Correct centralism must be practiced; all Party members must keep firmly in mind the need
to maintain political integrity, think in big-picture terms, uphold the leadership core, and
keep in alignment, and firmly uphold the authority and centralized, unified leadership of
the Central Committee with Comrade Xi Jinping at the core, so as to ensure the solidarity,
unity, and concerted action of the whole Party and guarantee the prompt and effective
implementation of the Party’s decisions. The Party shall strengthen and regulate political
activities within itself; make intraparty political activities more politically oriented,
up-to-date, principled, and effective; cultivate a positive and healthy intraparty political
culture; and foster a sound political ecosystem featuring honesty and integrity within the
Party. In its internal political activities, the Party shall conduct correctly criticism and
self-criticism, engage in debate over matters of principle, and uphold truth and rectify
mistakes. The Party shall work hard to create a lively political situation featuring both
centralism and democracy, both discipline and freedom, and both unity of will and
personal sense of ease.

5. Firmness in exercising strict self-supervision and self-governance. Ensuring Party
self-governance is exercised fully and strictly is a journey to which there is no end. Under
the new circumstances, the tests the Party faces in governance, reform and opening up, the
market economy, and the external environment are protracted, complicated, and serious;
the dangers of a lack of drive, incompetence, disengagement from the people, inaction, and
corruption are more pointedly confronting the whole Party. The Party shall see that strict
standards and measures are applied throughout the process and in all aspects of its
self-supervision and self-governance. The Party shall ensure self-governance is carried out
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in accordance with regulations and both symptoms and root causes of problems are
addressed. The Party must give top priority to ensuring compliance with Party discipline,
help its members become more organization conscious and have a stronger sense of
discipline, and work to see that every member is equal before Party discipline. The Party
shall ensure the principal and oversight responsibilities for the Party’s self-supervision and
self-governance are fully assumed; oversight of leading Party organs and of Party members
in leadership positions, particularly those holding principal leadership positions, is
strengthened; and the internal oversight system is constantly improved. The Party shall
step up efforts to improve conduct, build integrity, and combat corruption; apply a
zero-tolerance policy on corruption; and establish effective mechanisms to ensure officials
do not dare, are not able, and have no desire to be corrupt.

Leadership of the Communist Party of China is the most essential attribute of socialism
with Chinese characteristics, and the greatest strength of this system. The Party exercises
overall leadership over all areas of endeavor in every part of the country. The Party must
adapt to the demands of reform, opening up, and socialist modernization, remain
committed to practicing scientific, democratic, and law-based governance, and strengthen
and improve its leadership. The Party must, acting on the principle of guiding the overall
situation and coordinating the work of all sides, assume the role of leadership core among
all other organizations at the corresponding levels. The Party must concentrate on leading
economic development, organize and coordinate the strengths of all by uniting hearts and
actions to focus work on economic development, and promote all-around economic and
social development. The Party must practice democratic and scientific decision-making;
formulate and implement the correct lines, principles, and policies; carry out its
organizational, publicity, and educational work to proper effect; and give play to the
exemplary and vanguard role of all Party members. The Party must act within the scope of
the country’s Constitution and the law. It must ensure that the legislative, judicial,
administrative, and supervisory organs of the state, economic and cultural organizations,
and people’s organizations work actively on their own initiative, independently,
responsibly, and cooperatively. The Party must strengthen its leadership over trade unions,
the Communist Youth League, women’s federations, and other people’s group
organizations, ensure they preserve and strengthen their political consciousness, advanced
nature, and orientation toward the people, and give full play to their roles. The Party must
adapt to developments and changing circumstances, improving its leadership system and
style of leadership and strengthening its capacity for governance. Party members must
cooperate closely with people outside the Party, endeavoring together to build socialism
with Chinese characteristics.

Chapter I. Membership

Article 1: Any forward-thinking Chinese worker, farmer, member of the armed forces,
intellectual, or person from any other social strata who has reached the age of eighteen and
who accepts the Party’s program and Constitution and is willing to join and work actively
in one of the Party’s organizations, carry out the Party’s resolutions, and pay regular
membership dues may apply for membership to the Communist Party of China.
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Article 2: Members of the Communist Party of China are vanguard fighters of the
Chinese working class who possess Communist consciousness.

Members of the Communist Party of China must wholeheartedly serve the people, be
ready to make any personal sacrifice, and dedicate their lives to realizing communism.

Members of the Communist Party of China shall be forever ordinary members of the
working people. No Communist Party member shall pursue any personal gain or privilege
beyond the individual interests and the powers attached to their job afforded through laws
and policies.

Article 3: Party members must fulfill the following obligations:
1) Conscientiously study Marxism-Leninism, Mao Zedong Thought, Deng Xiaoping

Theory, the Theory of Three Represents, the Scientific Outlook on Development, and Xi
Jinping Thought on Socialism with Chinese Characteristics for a New Era, study the Party’s
lines, principles, policies, and resolutions, acquire a fundamental knowledge of the Party,
improve their general, scientific, legal, and professional knowledge, and work diligently to
strengthen their ability to serve the people.

2) Implement the Party’s basic line, principles, and policies, take the lead in reform,
opening up, and socialist modernization, encourage the people to work hard for economic
development and social progress, and play an exemplary and vanguard role in production,
work, study, and social activities.

3)Adhere to the principle that the interests of the Party and the people come before all
else, subordinating personal interests to the interests of the Party and the people, being the
first to bear hardships and the last to enjoy comforts, working selflessly for the public
interest, and making a significant contribution.

4) Consciously observe Party discipline, with utmost emphasis placed on the Party’s
political discipline and rules, set a fine example in abiding by the laws and regulations of
the state, strictly protect Party and state secrets, execute Party decisions, comply with Party
decisions on job allocation, and readily fulfill the Party’s tasks.

5) Uphold Party solidarity and unity, practice loyalty and honesty toward the Party,
ensure their actions are true to their words, firmly oppose all factional and clique activities,
and oppose feigning compliance and other double-dealing behavior and scheming of any
kind.

6) Engage in genuine criticism and self-criticism, have the courage to reveal and correct
statements and actions violating the Party’s principles and shortcomings and mistakes in
work, and resolutely combat corruption and other forms of misconduct.

7) Maintain close ties with the people, share the ideas of the Party with them, consult
with them as issues arise, keep the Party up to date on their views and demands, and
defend their legitimate interests.

8) Promote new socialist customs and practices; lead the way in practicing core socialist
values and the socialist concept of honor and disgrace; champion Communist ethics;
advocate traditional virtues of the Chinese nation; and, the moment any difficulty or
danger arises, step forward and fight bravely without fearing sacrifice to defend the
interests of the country and the people.

Article 4: Party members shall enjoy the right to:
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1) Attend relevant Party meetings, read relevant Party documents, and benefit from
Party education and training.

2) Participate in discussion on questions concerning Party policy at Party meetings and
in Party newspapers and periodicals.

3) Make suggestions and proposals regarding the work of the Party.
4) Offer well-founded criticism at Party meetings of any Party organization or any

member; responsibly expose or report to the Party any disciplinary or legal violation by any
Party organization or member; demand disciplinary action be brought against a member
known to have violated discipline or the law; and call for the dismissal or replacement of
any incompetent cadre.

5) Participate in voting and stand for election.
6) Be present and plead their case at discussions held by Party organizations to decide

on disciplinary action to be taken against them or to appraise their work and behavior;
other Party members may also bear witness or argue on their behalf.

7) Make a statement of reservation and present their views to a Party organization at a
higher level, up to and including the Central Committee, in case of disagreement with a
Party resolution or policy, on the condition that they resolutely implement the resolution or
policy in question while it is in force.

8) Submit a request, appeal, or accusation to a higher-level Party organization, up to
and including the Central Committee, and request that the organization concerned issues
an accountable reply.

No Party organization at any level, including the Central Committee, has the right to
deprive a Party member of the aforementioned rights.

Article 5: New Party members must be admitted through a Party branch, for which
political integrity must be upheld as the primary criterion and the principle of individual
admission must be adhered to.

An applicant for Party membership must complete an application form and be
recommended by two full Party members. The application must be accepted at a general
meeting of the Party branch concerned and be approved by the Party organization at the
next level up, and the applicant must undergo observation for a probationary period before
being granted full membership.

In recommending an applicant, a Party member must endeavor to understand the
applicant’s thinking, character, personal record, and performance at work and explain to
the applicant the program and Constitution of the Party, the criteria for membership, and
the rights and obligations of members, and must accordingly report responsibly to the
Party organization.

The Party branch committee shall, in relation to the applicant for Party membership,
solicit the opinions of relevant persons within and outside the Party, carry out thorough
checks, and, on believing the applicant to meet Party criteria, submit the application to a
general meeting for discussion.

Before approving the admission of an applicant for membership, the Party organization
at the next level up must appoint Party members to talk with the applicant in order to get to
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know him or her better and help deepen his or her understanding of the Party.
In exceptional circumstances, the Party Central Committee or the committee of a

province, autonomous region, or municipality directly under the central government may
admit a new Party member directly.

Article 6: A probationary Party member must take an oath of admission before the
Party flag. The oath reads: It is my will to join the Communist Party of China, uphold the
Party’s program, observe the provisions of the Party Constitution, fulfill the obligations of a
Party member, carry out the Party’s decisions, strictly observe Party discipline, protect
Party secrets, be loyal to the Party, work hard, fight for communism for the rest of my life,
always be prepared to sacrifice my all for the Party and the people, and never betray the
Party.

Article 7: The probationary period of a probationary member is one year. Party
organizations should act in earnest to guide and observe probationary members.

The obligations of a probationary member are the same as those of a full member. With
the exception of the right to vote and stand for election, the rights of a probationary
member are the same as those of a full member.

Upon completion of the probationary period of a probationary member, the Party
branch should promptly discuss whether he or she may be accepted as a full member. A
probationary member who conscientiously performs his or her obligations and meets the
criteria for full membership shall have their status changed to full member at the end of the
probationary period; in the event that continued observation and education are deemed
necessary, the probationary period may be extended, but by no more than one year; in the
event that a probationary member has failed to perform his or her obligations or to meet
the criteria for full membership, his or her probationary membership shall be revoked. Any
decision to grant a probationary member full membership, extend a probationary period, or
revoke a probationary membership must be discussed and passed at a general meeting of
the Party branch and approved by the Party organization at the next level up.

The probationary period of a probationary member shall begin on the day the general
meeting of the Party branch passes the decision to accept him or her as a probationary
member. Length of Party membership shall be counted from the day he or she is granted
full membership, having completed the probationary period.

Article 8: Every Party member, irrespective of position, must join a branch, group, or
other given unit of the Party; participate in the regular activities of the Party organization;
and accept the oversight of the people both within and outside the Party. Party members in
positions of leadership must attend meetings of Party members in leadership positions held
by their respective Party committees or leading Party members groups. There shall be no
special Party members exempted from participation in the regular activities of the Party
organization or from the oversight of the people within and outside the Party.

Article 9: Party members have the freedom to withdraw from the Party. In the event a
Party member requests a withdrawal, the Party branch concerned shall, after discussion at
a general meeting, announce the removal of his or her name from the Party roll and report
the withdrawal to the Party organization at the next level up to be put on record.

In the event that a Party member is found to lack revolutionary will or to be failing to
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fulfill Party-member obligations or the criteria for Party membership, the member’s Party
branch shall require him or her to undergo education and rectify the situation within a
stipulated time frame. If there is no change following attempts at education, he or she shall
be urged to withdraw from the Party. In the event that a member is to be urged to
withdraw from the Party, the matter shall be discussed and decided on at a general meeting
of the Party branch concerned and submitted to the Party organization at the next level up
for approval. Should a Party member urged to withdraw be adamant that he or she will not
do so, the case shall be submitted to a general meeting of the Party branch concerned for
discussion to decide on the removal of their name from the Party roll, after which the
decision shall be submitted to the Party organization at the next level up for approval.

A Party member who, without good reason, fails to take part in the regular activities of
his or her Party organization, pay membership dues, or carry out work assigned by the
Party for six consecutive months shall be regarded as having given up his or her
membership. The Party branch concerned should, through a general meeting, decide on the
removal of their name from the Party roll and report it to the Party organization at the next
level up for approval.

Chapter II. The Party’s Organizational System

Article 10: The Party is an integral body organized under its own program and
Constitution and on the basis of democratic centralism. The Party’s basic principles of
democratic centralism are as follows:

1) Individual Party members defer to Party organizations, the minority defers to the
majority, lower-level Party organizations defer to higher-level Party organizations, and all
organizations and members of the Party defer to the National Congress and the Central
Committee of the Party.

2) Leading bodies of the Party at all levels, with the exception of their dispatched
representative organs and the leading Party members groups in non-Party organizations,
are generated by election.

3) The highest leading bodies of the Party are the National Congress and the Central
Committee which it elects. The Party’s local leading bodies are the Party congresses at each
level and the Party committees which they elect. Party committees are responsible and shall
report their work to the Party congress at the same level.

4) Higher-level Party organizations shall listen regularly to the views of lower-level
organizations and rank-and-file Party members, and respond quickly to the problems they
raise. Lower-level Party organizations shall report on their work to and request instructions
from higher-level Party organizations; at the same time, they shall handle, independently
and responsibly, matters within their jurisdiction. Higher- and lower-level Party
organizations shall exchange information and support and oversee each other. Party
organizations at all levels shall practice transparency in Party affairs in accordance with
regulations, helping Party members to be better informed of internal Party affairs and
enabling them greater opportunity to participate.

5) Party committees at all levels shall function on the principle of combining collective



15 / 28

leadership with individual responsibility based on the division of work. Decisions on all
major issues shall be made through discussion by the Party committee concerned in
accordance with the principles of collective leadership, democratic centralism, pre-meeting
contemplation, and meeting-based decision making. Members of Party committees shall act
in earnest to fulfill their respective obligations in accordance with the collective decisions
made and the division of work.

6) The Party proscribes all forms of personality cult. It shall be ensured that the
activities of Party leaders are subject to oversight by the Party and the people, while at the
same time upholding the standing of all leaders who represent the interests of the Party
and the people.

Article 11: The election of delegates to Party congresses and members of Party
committees, at all levels, shall reflect the will of the voters. Elections shall be held by secret
ballot. Lists of candidates shall be fully deliberated and discussed by Party organizations
and voters. The method of nominating a greater number of candidates than the number of
persons to be elected may be adopted to directly carry out a formal election, or this method
may first be used in a preliminary election to generate a list of candidates for the formal
election that is to follow. Voters have the right to inquire about candidates, request a
change in candidates, decline to vote for any of the candidates, or choose to vote for
someone who is not a candidate. No organization or individual shall in any way compel a
voter to vote or not vote for a candidate.

If the Party Constitution is thought to have been violated in any way during the
election of a delegate to a local Party congress at any level or to a Party congress at the
primary level, after investigation and verification, the Party committee at the next level up
shall issue a decision to declare the election invalid and take appropriate measures, and
report this decision to the Party committee at the next level up to be checked and approved
before it is formally announced and implemented.

A tenure system shall be adopted for delegates to Party congresses at all levels.
Article 12: The Central Committee and local committees at all levels shall, when

necessary, convene a conference of delegates to discuss and make decisions on a major
problem that requires prompt resolution. The number of delegates to attend and the
procedures for generating the list of delegates shall be determined by the Party committee
convening the conference.

Article 13: Every instance of a new Party organization being formed or an existing
Party organization being dissolved must be decided on by a Party organization at a higher
level.

When the congress of a local Party organization at any level or the congress of a
primary-level Party organization is not in session, the Party organization at the next level
up may, when it deems necessary, transfer or designate the persons responsible for the
lower-level Party organization.

The Party’s Central Committee and local committees at every level may dispatch
representative organs.

Article 14: The Party’s Central Committee and committees of provinces, autonomous
regions, and municipalities directly under the central government shall implement the
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discipline inspection system, and shall, within their term of office, carry out inspections of
the Party organizations of all localities, departments, enterprises, and public institutions
under their jurisdiction.

The leading Party members groups or Party committees of the departments and offices
under the Party Central Committee and the State Council shall carry out inspections in
response to the needs of their work.

City (including prefecture and league) and county (including county-level city, district,
and banner) Party committees shall establish a discipline inspection system.

Article 15: When making a decision on an important issue affecting a lower-level
organization, a leading body of the Party at any level shall, under normal circumstances,
solicit the opinions of the lower-level organization. It shall be ensured that the lower-level
organization is able to exercise its functions and powers as usual. Except in exceptional
circumstances, no higher-level leading body shall interfere in any matter that ought to be
handled by a lower-level organization.

Article 16: Only the Central Committee of the Party has the power to make decisions on
major national policies. The Party organization of a department or locality may make
suggestions to the Central Committee with regard to such policies, but shall not make any
decision or express their views outside the Party without authorization.

Lower-level Party organizations must resolutely implement the decisions of
higher-level Party organizations. In the event a lower-level organization believes a decision
of a higher-level organization to be unsuitable for the specific circumstances of its locality
or department, it may request that the decision be revised. If the higher-level organization
decides to maintain its original decision, the lower-level organization must carry out the
decision and refrain from publicly voicing any differences of opinion, but reserves the right
to report the matter to a Party organization at the next level up.

Newspapers, periodicals, and other media used in publicity run by Party organizations
at all levels must feature information on the lines, principles, policies, and resolutions of the
Party.

Article 17: In discussing and making decisions on a matter, Party organizations must
uphold the principle of the minority respecting the majority. When a decision is being
made on a major issue, a vote shall be held. Serious consideration should be given to the
differing views of a minority. In case of disagreement on a major issue where the numbers
in support of each view are closely matched, except in an emergency when action must be
taken according to the majority view, the decision should be delayed and further
investigation, research, and exchange of opinions should be undertaken before another vote
is held. In exceptional circumstances, the disagreement may also be reported to the Party
organization at the next level up and a verdict requested.

In the event that an individual Party member is to express a view on a major issue on
behalf of his or her Party organization that goes beyond the scope of the organization’s
existing decisions, the content must be referred to that organization for prior discussion
and a decision, or referred to the Party organization at the next level up for instruction. No
Party member, whatever his or her position, may act alone in making a decision on a major
issue. In case of emergency, when a decision by an individual is unavoidable, the matter
must be reported to his or her Party organization immediately after the event. No leader
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may make decisions arbitrarily or place him or herself above his or her Party organization.
Article 18: Organizations of the Party at the central, local, and primary levels must all

give serious attention to Party building; regularly discuss and examine the Party’s
promotional, educational, and organizational work, discipline inspection, its work with the
people, and its work related to the united front; and carefully study current thinking and
political trends both within and outside the Party.

Chapter III. Central Party Organizations

Article 19: The National Congress of the Party shall be held once every five years and
convened by the Central Committee. In the event that the Central Committee deems it
necessary or more than one third of provincial-level Party organizations put forward a
request, a National Congress may be convened early. Except in unusual circumstances, it
may not be postponed.

The number of delegates to the National Congress and the procedures governing their
election shall be determined by the Central Committee.

Article 20: The functions and powers of the National Congress of the Party are as
follows:

1) to hear and examine the reports of the Central Committee;
2) to examine the reports of the Central Commission for Discipline Inspection;
3) to discuss and make decisions on major issues concerning the Party;
4) to revise the Constitution of the Party;
5) to elect the Central Committee; and
6) to elect the Central Commission for Discipline Inspection.
Article 21: The functions and powers of the National Conference of the Party are to

discuss and make decisions on major issues and to replace members and elect additional
members of the Central Committee and the Central Commission for Discipline Inspection.
The number of Central Committee members and alternate members to be replaced or
newly elected shall not exceed one fifth of the respective totals of full and alternate
members elected to the Central Committee by the National Congress of the Party.

Article 22: The Central Committee of the Party is elected for a term of five years. In the
event that a National Congress is convened early or postponed, the term shall be shortened
or extended accordingly. The length of Party membership of Central Committee members
or alternate members must be a minimum of five years. The number of members and
alternate members of a Central Committee shall be determined by the National Congress.
Empty seats on the Central Committee shall be filled by alternate members in order of the
number of votes they were elected by.

Plenary sessions of the Central Committee are convened by the Political Bureau of the
Central Committee and are to be convened at least once annually. The Political Bureau shall
report on its work at the plenary sessions and accept their oversight.

When the National Congress is not in session, the Central Committee shall carry out its
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resolutions, direct all Party work, and represent the Communist Party of China in external
relations.

Article 23: The Political Bureau, the Standing Committee of the Political Bureau, and
the General Secretary of the Central Committee of the Party are elected at the plenary
session of the Central Committee. The General Secretary of the Central Committee must be
generated from among the members of the Political Bureau’s Standing Committee.

Between plenary sessions of the Central Committee, the Political Bureau and its
Standing Committee shall exercise the functions and powers of the Central Committee.

The Secretariat of the Central Committee is the working body of the Political Bureau of
the Central Committee and its Standing Committee. Members of the Secretariat are
nominated by the Political Bureau’s Standing Committee and must be approved at a
plenary session of the Central Committee.

The General Secretary of the Central Committee is responsible for convening meetings
of the Political Bureau and its Standing Committee and shall preside over the work of the
Secretariat.

Members of the Central Military Commission of the Party are decided on by the Central
Committee; Chairperson of the Central Military Commission assumes overall responsibility
over the work of the Commission.

Central leading bodies and leaders elected by a Central Committee shall, when the next
National Congress is in session, continue to preside over the day-to-day work of the Party
until new central leading bodies and leaders have been elected by its successive Central
Committee.

Article 24: Party organizations in the Chinese People’s Liberation Army shall carry out
their work in accordance with the instructions of the Central Committee. The Central
Military Commission is responsible for Party work and political work in the armed forces,
and shall prescribe the organizational system and organs of the Party in the armed forces.

Chapter IV. Local Party Organizations

Article 25: The Party congress of a province, autonomous region, municipality directly
under the central government, city divided into districts, autonomous prefecture, county
(banner), autonomous county, city not divided into districts, or municipal district is to be
held once every five years.

Each local Party congress is convened by the local Party committee at the
corresponding level. In exceptional circumstances, and with the approval of the Party
committee at the next level up, a local Party congress may be brought forward or
postponed.

At every level, the number of delegates to a local Party congress and the procedures
governing their election shall be determined by the local Party committee at the
corresponding level and reported for approval to the Party committee at the next level up.

Article 26: The functions and powers of a local Party congress, at every level, are as
follows:
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1) to hear and examine the reports of the local Party committee at the corresponding
level;

2) to examine the reports of the local commission for discipline inspection at the
corresponding level;

3) to discuss and adopt resolutions on major issues within the scope of its local area;
and

4) to elect the local Party committee and commission for discipline inspection at the
corresponding level.

Article 27: The Party committee of a province, autonomous region, municipality
directly under the central government, city divided into districts, or autonomous prefecture
is elected for a term of five years. The length of Party membership of a member or alternate
member of such a committee must be a minimum of five years.

The Party committee of a county (banner), autonomous county, city not divided into
districts, or municipal district is elected for a term of five years. The length of Party
membership of a member or alternate member of such a committee must be a minimum of
three years.

In the event that a local Party congress, at any level, is brought forward or postponed,
the term of the committee elected by the previous congress shall be shortened or extended
accordingly.

At every level the number of members and alternate members of a local Party
committee shall be determined by the corresponding Party committee at the next level up.
At every level empty seats on a local Party committee shall be filled by alternate members
of that committee in order of the number of votes they were elected by.

Local Party committees at every level shall convene a plenary session at least
biannually.

Local Party committees at every level shall, when their local Party congress is not in
session, carry out the directives of the Party organization at the next level up and the
resolutions of the Party congress at the corresponding level, direct work in their own local
area, and report on their work at regular intervals to the Party committee at the next level
up.

Article 28: Local Party committees at every level shall, at their plenary sessions, elect
standing committees, secretaries, and deputy secretaries, and report to the next higher-level
Party committee for approval. Local Party committee standing committees at every level
shall exercise the functions and powers of the local Party committee when it is not in
plenary session. The standing committee shall continue to preside over day-to-day work
during the next session of the local Party congress until a new standing committee has been
elected.

Local Party committee standing committees at every level shall regularly report on
their work at the plenary sessions of their Party committees and accept their oversight.

Article 29: A prefectural Party committee, or the equivalent organization, is a
representative organ dispatched by the Party committee of a province or autonomous
region to a prefecture covering a number of counties, autonomous counties, and/or cities. It
shall lead work in its given prefecture as authorized by the Party committee of the province
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or autonomous region.

Chapter V. Primary-Level Party Organizations

Article 30: A primary-level Party organization shall be formed in any enterprise,
villagers’ committee, government organ, school, research institute, subdistrict and
community, social organization, company of the People’s Liberation Army, and any other
primary-level danwei [an organization where people work] where there are three or more
full Party members.

Primary-level Party organizations shall, according to the requirements of their work
and Party member numbers, and with the approval of higher-level Party organizations,
establish primary-level Party committees, general Party branch committees, or Party branch
committees. A primary-level Party committee is elected through a general meeting or a
meeting of delegates and a general Party branch committee or a Party branch committee is
elected through a general meeting, and in nominating candidates for these committees, the
opinions of both Party and non-Party members shall be widely solicited.

Article 31: A primary-level Party committee, a general Party branch committee or a
Party branch committee is elected for a term of three to five years. Results of elections for
the secretaries and deputy secretaries of primary-level Party committees, general Party
branch committees, and Party branch committees shall be reported to higher-level Party
organizations for approval.

Article 32: Primary-level Party organizations play a key role for the Party in the basic
units of social organization; they are the foundation for all the Party’s work and for its
capacity to take on challenges. Their main tasks are:

1) to communicate to the public and carry out the Party’s lines, principles and policies,
the resolutions of the Party Central Committee and other higher-level Party organizations,
and their own resolutions; to give full play to the exemplary and vanguard role of Party
members, to excel in their work, and to unite and organize Party officials and non-party
officials as well as Party members and non-party members to fulfill the tasks of their
danwei.

2) to organize Party members to conscientiously study Marxism-Leninism, Mao
Zedong Thought, Deng Xiaoping Theory, the Theory of Three Represents, the Scientific
Outlook on Development, and Xi Jinping Thought on Socialism with Chinese
Characteristics for a New Era; regularize and institutionalize the requirement for all Party
members to study the Party Constitution, Party regulations, and General Secretary Xi
Jinping’s major policy addresses and to meet Party standards; study the Party’s lines,
principles, policies, and resolutions; acquire a fundamental knowledge of the Party; and
improve their general, scientific, legal, and professional knowledge.

3) to guide, manage, oversee, and serve Party members, improve their caliber, deepen
their commitment to the ideals and convictions, strengthen their Party spirit, and ensure
they participate regularly in Party organization activities; to carry out criticism and
self-criticism activities, and maintain and implement Party discipline; to see that members
conscientiously fulfill their obligations, and protect against infringements on their rights;
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and to improve migrant Party member management.
4) to maintain close ties with the people, regularly seek to understand their criticisms

and opinions of Party members and the Party’s work, safeguard their legitimate rights and
interests, and effectively carry out work related to their political thinking.

5) to give full play to the initiative and creativity of Party members and the people, to
discover, nurture, and recommend people with outstanding talent from among them, and
to encourage them to contribute their skills and intelligence to reform, opening up, and
socialist modernization.

6) to guide and train active applicants for Party membership, to attend to routine work
related to member recruitment, and to attach great importance to recruiting Party members
from among those in the forefront of production and work and from among the younger
generations.

7) to ensure that Party officials and all other personnel strictly observe state laws and
regulations and the state’s financial and economic statutes and regulations on personnel,
and that they do not infringe on the interests of the state, collectives, or the people.

8) to encourage Party members and the people to consciously resist unacceptable
practices and resolutely fight against all violations of Party discipline or state law.

Article 33: Primary-level Party committees in subdistricts, townships, and towns and
Party organizations in villages and communities shall provide leadership for work in their
localities and community-level social governance, and support and ensure the exercise of
functions and powers by administrative, economic, and people’s self-governing
organizations there.

The leading Party members groups or Party committees of state-owned enterprises
shall play a leadership role, set the right direction, keep in mind the big picture, ensure the
implementation of Party policies and principles, and discuss and decide on major issues of
their enterprise in accordance with regulations. Primary-level Party organizations in
state-owned or collective enterprises should focus their work on the operations of their
enterprise. Primary-level Party organizations shall guarantee and oversee the
implementation of the principles and policies of the Party and the state within their own
enterprise and shall support the board of shareholders, board of directors, board of
supervisors, and manager (or factory director) in exercising their functions and powers in
accordance with the law. They shall wholeheartedly rely on the workers and office staff and
support the work of workers’ representative congresses; and they shall participate in
making decisions on major issues in the enterprise. They shall strengthen their own
organizational development and lead work on political thinking, efforts toward
cultural-ethical progress, and work on trade unions, Communist Youth League
organizations, and other people’s group organizations.

Primary-level Party organizations in non-public sector entities shall implement the
Party’s principles and policies, guide and oversee their enterprises’ observance of state laws
and regulations, exercise leadership over trade unions, Communist Youth League
organizations, and other people’s group organizations, promote unity and cohesion among
workers and office staff, safeguard the legitimate rights and interests of all parties, and
promote the healthy development of their enterprises.
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Primary-level Party organizations in social organizations shall communicate to the
public and carry out the Party’s lines, principles, and policies, exercise leadership over
trade unions, Communist Youth League organizations, and other people’s group
organizations, guide and manage their Party members, lead and serve the people, and
advance the cause of the Party.

Primary-level Party organizations shall play a key role in public institutions under the
charge of administrative leaders. Primary-level Party organizations in public institutions
under the charge of administrative leaders led by a Party committee shall discuss and make
decisions on major issues and, at the same time, ensure that the administrative leaders are
able to fully exercise their functions and powers.

Primary-level Party organizations in offices of the Party or the state at every level shall
assist chief administrators in fulfilling their tasks and improving their work; they shall
guide, manage, and oversee all Party members, including chief administrators, but shall not
direct the work of their danwei.

Article 34: Party branches are the basic organizations of the Party; they are responsible
for directly guiding, managing, and overseeing Party members and for organizing,
communicating with, uniting, and serving the people.

Chapter VI. Party Officials

Article 35: Party officials are the backbone of the Party’s cause and public servants of
the people, and shall be loyal to the Party, clean, and responsible. The Party shall select
officials on the basis of both their moral integrity and their professional
competence—giving greater priority to the former—and on the basis of their merits and not
their origins; it shall select officials who put the Party’s cause first and who are impartial
and upright; it shall oppose favoritism; and it shall endeavor to develop a contingent of
officials that is more revolutionary, younger, better educated, and more professional.

The Party attaches great weight to the education, training, selection, assessment, and
oversight of its officials, and considers the training and selection of outstanding young
officials to be of particular importance. The Party shall work actively to achieve progress in
reforming the cadre system.

The Party attaches great importance to the training and promotion of female officials
and ethnic minority officials.

Article 36: Party officials at every level must hold firm convictions, be committed to
serving the people, be hardworking and pragmatic, take on responsibility, and be clean and
honest. They must set a good example in carrying out their obligations as Party members as
prescribed in Article 3 of this Constitution and must meet the following basic requirements:

1) Have the necessary understanding of Marxism-Leninism, Mao Zedong Thought,
Deng Xiaoping Theory, the Theory of Three Represents, and the Scientific Outlook on
Development to be able to perform their duties; take the lead in applying Xi Jinping
Thought on Socialism with Chinese Characteristics for a New Era; endeavor to use Marxist
positions, viewpoints, and methods in analyzing and solving practical problems; demand
of themselves commitment to study, political integrity, and rectitude; and be able to stand
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the test of any hardship or difficulty.
2) Have firm conviction in the high ideal of communism and in socialism with Chinese

characteristics, resolutely implement the Party’s basic line, principles, and policies,
demonstrate determination in pursuing reform and opening up, devote themselves to the
cause of modernization, work hard in building socialism, foster the right view on
performance evaluation, and make solid achievements that stand up in practice, in the eyes
of the people, and over the course of time.

3) Maintain a commitment to the emancipation of the mind, seeking truth from facts,
advancing with the times, and breaking new ground and innovating; carry out
investigations and research diligently, enabling Party principles and policies to be
combined with circumstances in their localities or departments and ensuring work is done to
excellent effect; be truthful, do practical work, and seek tangible results.

4) Be dedicated to the revolutionary cause and have a strong sense of political
responsibility, have practical experience, and have the organizational ability, general
education, and specialized knowledge necessary to excel in leading posts.

5) Exercise the power vested in them by the people as it should be exercised, be
principled, handle matters in accordance with the law, practice honesty and integrity, work
diligently for the people, lead by example, work hard and live plainly, maintain close ties with
the people, uphold the Party’s mass line, consciously accept the criticism and oversight of the
Party and the people, strengthen their moral self-cultivation, espouse the Party spirit and
high ethical standards, be a role model, exercise self-respect, self-reflection, self-caution, and
self-motivation, combat the practice of formalities for formalities’ sake, bureaucratism,
hedonism, and extravagance, and oppose any act of abusing power for personal gain.

6) Uphold the Party’s democratic centralism, work in a democratic way, keep in mind the
bigger picture, and be good at uniting and working with other comrades, including those
whose views differ from their own.

Article 37: Party officials should be able to cooperate well with non-Party officials, respect
them, and be open-minded in learning from them.

Party organizations at all levels must be good at discovering, and recommending for
leadership positions, talented non-Party members with practical learning, and ensure that
they enjoy authority commensurate with their positions and can fully play their roles.

Article 38: Party members in leadership positions at every level, whether elected through
democratic procedures or appointed by a leading body, do not hold posts for life and can be
transferred from or relieved of their posts.

Officials whose age and health make them unfit to continue working should retire
according to state regulations.

Chapter VII. Party Discipline

Article 39: Party discipline refers to the codes of conduct that must be observed by
Party organizations at every level and by all Party members. It is a guarantee for
safeguarding Party unity and solidarity and for ensuring that the tasks of the Party are
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accomplished. Party organizations must strictly observe and maintain Party discipline.
Communist Party members must consciously accept the constraints of Party discipline.

Article 40: Party discipline mainly consists of political and organizational discipline
and discipline regarding integrity, the public, work, and life.

Party organizations shall reprimand and educate, or take disciplinary action against,
members who have violated Party discipline, depending on the nature and seriousness of
their mistakes, in keeping with the principle of learning from mistakes to prevent
recurrence, treating the illness to save the patient, exercising strict discipline enforcement,
holding every violator accountable, and discovering problems early and correcting them
when they are nascent. The four forms of oversight and discipline enforcement shall be
exercised, ensuring that those who have committed minor misconduct are made to “redden
and sweat”; that penalties and organizational adjustments to official positions are
employed as important means of Party self-supervision and self-governance; and that those
who have committed serious disciplinary and/or criminal violations are expelled from the
Party.

It is strictly forbidden within the Party to take any measure in contravention of the
Party Constitution or state laws in dealing with a member, or to retaliate against or frame
another person. Offending organizations and individuals must be held accountable
according to Party discipline and state laws.

Article 41: There are five forms of disciplinary action for Party members: warning,
severe warning, removal from a position within the Party, probation within the Party, and
expulsion from the Party.

Party members shall not be placed on probation within the Party for a period of more
than two years. A Party member under probation shall have no right to vote or stand for
election. A Party member who has undergone a period of disciplinary probation and
genuinely rectified his or her mistake(s) shall have his or her rights as a Party member
restored. A Party member who refuses to show remorse shall be expelled from the Party.

Expulsion is the ultimate form of disciplinary action within the Party. In deciding on or
approving an expulsion, Party organizations at every level shall look into all
documentation and opinions related to the case with circumspection.

Article 42: Any disciplinary action to be taken against a Party member must be
discussed and decided on at a general meeting of Party branch, and reported to the
primary-level Party committee for approval. In the event that the issues involved are
particularly important or complicated, or if a member is to be expelled from the Party, the
case shall be reported to a Party commission for discipline inspection for examination and
approval at the county level or above depending on the specific circumstances of the case.
In exceptional circumstances, a Party committee or a commission for discipline inspection
at or above the county level has the authority to decide directly on the disciplinary action to
be taken against a Party member.

Any decision to give a member or alternate member of the Central Committee a
warning or severe warning shall be examined by the Standing Committee of the Central
Commission for Discipline Inspection and then submitted to the Central Committee for
approval. Any decision to give a member or alternate member of a local Party committee at
any level a warning or severe warning shall be submitted to the commission for discipline
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inspection at the next level up for approval and reported to the Party committee at the same
level as the commission to be put on record.

Any decision to discipline a member or alternate member of the Central Committee or a
local committee at any level by removal from his or her position within the Party,
disciplinary probation, or expulsion from the Party must be approved by a two-thirds
majority vote at a plenary meeting of the Party committee to which the member or alternate
member in question belongs. When the plenary meeting is not in session, the decision may
be taken first by the Political Bureau of the Central Committee or the standing committee of
a local Party committee while awaiting confirmation at the plenary meeting of the Party
committee. The use of such actions in disciplining a member or alternate member of a local
Party committee is subject to examination by the standing committee of the commission for
discipline inspection at the next level up and shall then be submitted by the commission for
discipline inspection to the Party committee at the same level as the commission for
approval.

The expulsion from the Party of a member or alternate member of the Central
Committee who has committed a serious criminal violation shall be decided upon by the
Political Bureau of the Central Committee; the expulsion of a member or alternate member
of a local Party committee at any level who has committed a serious criminal violation shall
be decided upon by the standing committee of the Party committee at the corresponding
level.

Article 43:When a Party organization is deciding on disciplinary action against a Party
member, it should investigate and verify the facts as objectively as possible. The Party
member in question must be shown the disciplinary decision and the facts it is based on,
and be given the chance to offer an explanation and speak in his or her own defense. If the
member does not accept the decision, he or she may appeal, and the Party organization
concerned must promptly manage or forward the appeal, and must not withhold or
suppress it. Those who persist with mistaken views or unjustifiable claims shall be subject
to reprimand and education.

Article 44: Should a Party organization fail to uphold Party discipline, it must be held
accountable.

In the event that a Party organization seriously violates Party discipline and is unable
to rectify the mistake on its own, the Party committee at the next level up should, after
establishing and verifying the facts, make a decision to reorganize or dissolve the
organization based on the seriousness of the case, report this decision to the Party
committee at the next level up for examination and approval, and then formally announce
and execute the decision.

Chapter VIII. Party Organs for Discipline Inspection

Article 45: The Party’s Central Commission for Discipline Inspection shall function
under the leadership of the Central Committee of the Party. Local commissions for
discipline inspection at every level and primary-level commissions for discipline inspection
shall all function under the dual leadership of the Party committee at the corresponding
level and the commission for discipline inspection at the next level up. A commission for



26 / 28

discipline inspection shall strengthen its leadership over the lower-level commissions for
discipline inspection.

The Party’s commissions for discipline inspection at every level shall serve a term of the
same duration as Party committees at the corresponding level.

The Party’s Central Commission for Discipline Inspection shall elect, at a plenary
session, its standing committee, secretary, and deputy secretaries, and shall report the
election results to the Central Committee for approval. Local commissions for discipline
inspection at every level shall elect their standing committees, secretaries, and deputy
secretaries at their plenary sessions. Election results must go through the Party committee
at the corresponding level and be reported to the Party committee at the next level up for
approval. Whether a primary-level Party committee should set up a commission for
discipline inspection or simply appoint a discipline inspection commissioner is to be
determined by the Party organization at the next level up in light of the specific
circumstances. Committees of general Party branches and Party branches shall have in
place discipline inspection commissioners.

The Party’s central and local commissions for discipline inspection shall accredit
discipline inspection teams to all the Party and state organs at the corresponding level. The
leaders of such discipline inspection teams shall attend relevant meetings of the leading
Party organizations in the organs. The leading Party organizations in the organs concerned
must support their work.

Article 46: The Party’s commissions for discipline inspection at every level are bodies
specifically charged with the responsibility of conducting internal oversight, whose main
tasks are: to defend the Constitution and other regulations of the Party, to monitor the
implementation of the lines, principles, policies, and resolutions of the Party, and to assist
their respective Party committees in ensuring strict Party self-governance in every respect,
improving Party conduct, and organizing and coordinating efforts to combat corruption.

The duties of the Party’s commissions for discipline inspection at every level are to
exercise oversight, enforce discipline, and ensure accountability. They shall work to keep
Party members educated about their duty to observe Party discipline and shall make
decisions about maintaining Party discipline; they shall oversee the performance of duty
and exercise of power by Party organizations and Party members in leadership positions,
accept and handle complaints and reports made by both Party members and the general
public, hold cautionary talks, and carry out oral or written inquiries; they shall examine
and deal with important or complicated cases of violations of the Constitution or other
regulations of the Party by Party organizations or members and decide on or rescind
disciplinary action against the Party members involved; they shall pursue accountability or
propose enforcing accountability; they shall deal with complaints and appeals made by
Party members; and they shall safeguard the rights of Party members.

Commissions for discipline inspection at every level shall report to the Party committee
at the corresponding level on problems encountered in handling and the outcomes of
particularly important or complex cases. Local commissions for discipline inspection at
every level and primary-level commissions for discipline inspection shall, at the same time,
also submit reports to commissions for discipline inspection at the next level up.

If a commission for discipline inspection at any level discovers a violation of Party
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discipline by a member of the Party committee at the corresponding level, it may take
preliminary steps to verify the facts and, if it is necessary to file a case, should
simultaneously report the matter to the Party committee at the corresponding level and the
commission for discipline inspection at the next level up; if a member of the standing
committee of the Party committee is involved, the case shall be reported to and subject to
preliminary verification by the commission for discipline inspection at the next level up
and, if it is necessary to investigate the case, the commission for discipline inspection in
question should then report it to the Party committee at the corresponding level for
approval.

Article 47: Higher-level commissions for discipline inspection have the power to
examine the work of lower-level commissions and to approve or revise their decisions on a
case. If the decision to be revised has already been ratified by the Party committee at the
corresponding level, the revision must be approved by the Party committee at the next level
up.

If a local commission for discipline inspection at any level or a primary-level
commission for discipline inspection disagrees with a decision made during the handling of
a case by the Party committee at the corresponding level, it may request that the
commission at the next level up re-examines the case; should a local or primary-level
commission discover a discipline violation by the Party committee at the corresponding
level or by any of its members, and if the Party committee fails to address or addresses
incorrectly that violation, the commission has the right to appeal to a higher-level
commission and request assistance in dealing with the matter.

Chapter IX. Leading Party Members Groups

Article 48: A leading Party members group may be formed in the leading body of
central or local state organs, people’s organizations, economic or cultural institutions, or
other non-Party organizations. Such a group shall play the role of the leadership core. Its
main tasks are: to ensure that the Party’s lines, principles, and policies are implemented; to
strengthen leadership over Party building within its danwei and fulfill its responsibility for
exercising strict Party self-governance in every respect; to discuss and make decisions on
matters of major significance within its danwei, to manage officials to proper effect; to
discuss and decide on important issues including adjusting the setup of primary-level Party
organizations, admitting new Party members, and disciplining Party members; to
encourage non-Party officials and the people in fulfilling the tasks entrusted to them by the
Party and the state; and to exercise leadership over the work of the Party organizations of
the danwei and those directly under it.

Article 49: The composition of a leading Party members group is decided on by the
Party organization that approves its establishment. A leading Party members group shall
appoint a secretary and, when necessary, deputy secretaries.

A leading Party members group must accept the leadership of the Party organization
that approves its establishment.

Article 50: Party committees may be set up in state departments which exercise
centralized leadership over the danwei beneath them. The Central Committee of the Party
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shall stipulate the specific procedures for their establishment and define their functions,
powers, and tasks.

Chapter X. Relationship between the Party and the Communist Youth League of China

Article 51: The Communist Youth League of China is a people’s group organization of
forward-thinking young people under the leadership of the Communist Party of China; it is
a school for vast numbers of young people to learn through practice about socialism with
Chinese characteristics and about communism; it is an aide to and reserve force of the Party.
The Central Committee of the Communist Youth League functions under the leadership of
the Central Committee of the Party. Local chapters of the Communist Youth League come
under the leadership of the relevant Party committee at the corresponding level and of the
higher-level organization of the League itself.

Article 52: Party committees at every level must strengthen their leadership over
Communist Youth League organizations and pay attention to the selection and training of
League officials. The Party must give firm support to the Communist Youth League as it
carries out its work in a vibrant and creative way which suits the characteristics and needs
of young people, and give full play to the League’s spearhead role and its role as a bridge
linking the Party with younger generations.

Those secretaries of League committees at or below the county level or in enterprises
and public institutions who are Party members may attend the meetings of Party
committees or of the standing committees of Party committees at their corresponding level
as non-voting participants.

Chapter XI. Party Emblem and Flag

Article 53: The emblem of the Communist Party of China is composed of a hammer and
sickle.

Article 54: The flag of the Communist Party of China is a red flag emblazoned with a
golden Party emblem.

Article 55: The Party emblem and the Party flag are the symbol and sign of the
Communist Party of China. Party organizations at every level and all Party members shall
protect the sanctity of the Party emblem and the Party flag. Party emblems and flags should
be made and used according to regulations.
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Article 4 The establishment of Party Branches is generally based on units and regions, and the
primary method is to organize them separately. Enterprises, rural areas, institutions, schools,
research institutes, communities, social organizations, the People’s Liberation Army, the Armed
Police Corps companies (squadrons), and other grass-roots units that have three or more formal
Party members should establish a Party Branch.

November 25, 2018

Regulation on the Branch Work of the Communist Party of 
China (Trial) Issued by the CPC Central Committee

Article 10: Party Branches in different fields shall undertake different key tasks according to 
their actual circumstances:

10(3) Party Branches in state-owned enterprises and collective enterprises shall ensure and 
oversee the implementation of the policies and principles of the party and the state, focus their 
work on the operations of their enterprise, discuss and decide on major issues of the enterprise 
in accordance with regulations, serve reform and development, unite workers and the masses, 
establish the corporate culture, and create first-rate performance.

10(5) In a non-public economic institution, the party branch provides guidance to and oversees 
the enterprise in strictly observing the laws and regulations of the state, unites the workers and 
the masses, upholds the rights and interests of all parties according to law, establishes a modern
corporate culture and promotes the healthy development of the enterprise
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中共中央印发《中国共产党支部工作条例（试行）》
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  新华社北京11月25日电 近日，中共中央印发了《中国共产党支部工作条例（试行）》（以下简称《条例》），并发

要求各地区各部门认真遵照执行。

  通知指出，党支部是党的基础组织，是党在社会基层组织中的战斗堡垒，是党的全部工作和战斗力的基础，担负直接

员、管理党员、监督党员和组织群众、宣传群众、凝聚群众、服务群众的职责。党的十八大以来，以习近平同志为核心的

度重视党支部建设，要求把全面从严治党落实到每个支部、每名党员，推动全党形成大抓基层、大抓支部的良好态势，取

效。当前，推进伟大斗争、伟大工程、伟大事业、伟大梦想，必须贯彻落实新时代党的组织路线，把党支部建设放在更加

置，加强党支部标准化、规范化建设，不断提高党支部建设质量。

  通知指出，《条例》以习近平新时代中国特色社会主义思想为指导，贯彻党章要求，既弘扬“支部建在连上”的光荣传

现基层创造的新做法新经验，对党支部工作作出全面规范，是新时代党支部建设的基本遵循。《条例》的制定和实施，对

的组织体系建设，推动全面从严治党向基层延伸，全面提升党支部组织力，强化党支部政治功能，巩固党长期执政的组织

有十分重要的意义。

  通知强调，重视党支部、善抓党支部，是党员领导干部政治成熟的重要标志。各级党委（党组）要牢固树立政治意识

识、核心意识、看齐意识，切实把抓好党支部作为党的组织体系建设的基本内容、管党治党的基本任务、检验党建工作成

标准，采取有力措施，推动《条例》落到实处、见到实效。要抓好《条例》的学习宣传和贯彻落实，利用报纸、广播、电

机、网络等媒介，通过专题研讨、集中培训等方式，使各级党组织、广大党员特别是党支部书记深入领会《条例》精神，

《条例》内容，切实增强贯彻执行《条例》的思想自觉和行动自觉。要加强对党员领导干部的培训，把《条例》纳入党委

理论学习中心组学习内容和党校（行政学院）教育课程，提高各级领导班子抓好党支部工作、推动党支部建设的本领。要

检查，对贯彻落实《条例》不力的严肃追责问责。中央组织部要会同有关部门加强督促落实，确保各项规定得到贯彻执行

  通知要求，各地区各部门在执行《条例》中的重要情况和建议，要及时报告党中央。

  《中国共产党支部工作条例（试行）》全文如下。

  第一章 总则

  第一条 为了坚持和加强党的全面领导，弘扬“支部建在连上”光荣传统，落实党要管党、全面从严治党要求，全面提

组织力，强化党支部政治功能，充分发挥党支部战斗堡垒作用，巩固党长期执政的组织基础，根据《中国共产党章程》和

法规，制定本条例。

  第二条 党支部是党的基础组织，是党组织开展工作的基本单元，是党在社会基层组织中的战斗堡垒，是党的全部工

力的基础，担负直接教育党员、管理党员、监督党员和组织群众、宣传群众、凝聚群众、服务群众的职责。

  第三条 党支部工作必须遵循以下原则：
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  （一）坚持以马克思列宁主义、毛泽东思想、邓小平理论、“三个代表”重要思想、科学发展观、习近平新时代中国特

义思想为指导，遵守党章，加强思想理论武装，坚定理想信念，不忘初心、牢记使命，始终保持先进性和纯洁性。

  （二）坚持把党的政治建设摆在首位，牢固树立“四个意识”，坚定“四个自信”，做到“四个服从”，旗帜鲜明讲政治，坚

近平总书记党中央的核心、全党的核心地位，坚决维护党中央权威和集中统一领导。

  （三）坚持践行党的宗旨和群众路线，组织引领党员、群众听党话、跟党走，成为党员、群众的主心骨。

  （四）坚持民主集中制，发扬党内民主，尊重党员主体地位，严肃党的纪律，提高解决自身问题的能力，增强生机活

  （五）坚持围绕中心、服务大局，充分发挥积极性主动性创造性，确保党的路线方针政策和决策部署贯彻落实。

  第二章 组织设置

  第四条 党支部设置一般以单位、区域为主，以单独组建为主要方式。企业、农村、机关、学校、科研院所、社区、

织、人民解放军和武警部队连（中）队以及其他基层单位，凡是有正式党员3人以上的，都应当成立党支部。

  党支部党员人数一般不超过50人。

  第五条 结合实际创新党支部设置形式，使党的组织和党的工作全覆盖。

  规模较大、跨区域的农民专业合作组织，专业市场、商业街区、商务楼宇等，符合条件的，应当成立党支部。

  正式党员不足3人的单位，应当按照地域相邻、行业相近、规模适当、便于管理的原则，成立联合党支部。联合党支

位一般不超过5个。

  为期6个月以上的工程、工作项目等，符合条件的，应当成立党支部。

  流动党员较多，工作地或者居住地相对固定集中，应当由流出地党组织商流入地党组织，依托园区、商会、行业协会

办事机构等成立流动党员党支部。

  第六条 党支部的成立，一般由基层单位提出申请，所在乡镇（街道）或者单位基层党委召开会议研究决定并批复，

一般不超过1个月。

  基层党委审批同意后，基层单位召开党员大会选举产生党支部委员会或者不设委员会的党支部书记、副书记。批复和

由基层党委报上级党委组织部门备案。

  根据工作需要，上级党委可以直接作出在基层单位成立党支部的决定。

  第七条 对因党员人数或者所在单位、区域等发生变化，不再符合设立条件的党支部，上级党组织应当及时予以调整

销。

  党支部的调整和撤销，一般由党支部报所在乡镇（街道）或者单位基层党委批准，也可以由所在乡镇（街道）或者单

委直接作出决定，并报上级党委组织部门备案。

  第八条 为执行某项任务临时组建的机构，党员组织关系不转接的，经上级党组织批准，可以成立临时党支部。

  临时党支部主要组织党员开展政治学习，教育、管理、监督党员，对入党积极分子进行教育培养等，一般不发展党员

置党员，不收缴党费，不选举党代表大会代表和进行换届。

  临时党支部书记、副书记和委员由批准其成立的党组织指定。

  临时组建的机构撤销后，临时党支部自然撤销。
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  第三章 基本任务

  第九条 党支部的基本任务是：

  （一）宣传和贯彻落实党的理论和路线方针政策，宣传和执行党中央、上级党组织及本党支部的决议。讨论决定或者

本地区本部门本单位重要事项，充分发挥党员先锋模范作用，团结组织群众，努力完成本地区本部门本单位所担负的任务

  （二）组织党员认真学习马克思列宁主义、毛泽东思想、邓小平理论、“三个代表”重要思想、科学发展观、习近平新

特色社会主义思想，推进“两学一做”学习教育常态化制度化，学习党的路线方针政策和决议，学习党的基本知识，学习科

化、法律和业务知识。做好思想政治工作和意识形态工作。

  （三）对党员进行教育、管理、监督和服务，突出政治教育，提高党员素质，坚定理想信念，增强党性，严格党的组

开展批评和自我批评，维护和执行党的纪律，监督党员切实履行义务，保障党员的权利不受侵犯。加强和改进流动党员管

帮扶生活困难党员和老党员。做好党费收缴、使用和管理工作。依规稳妥处置不合格党员。

  （四）密切联系群众，向群众宣传党的政策，经常了解群众对党员、党的工作的批评和意见，了解群众诉求，维护群

权利和利益，做好群众的思想政治工作，凝聚广大群众的智慧和力量。领导本地区本部门本单位工会、共青团、妇女组织

织，支持它们依照各自章程独立负责地开展工作。

  （五）对要求入党的积极分子进行教育和培养，做好经常性的发展党员工作，把政治标准放在首位，严格程序、严肃

展政治品质纯洁的党员。发现、培养和推荐党员、群众中间的优秀人才。

  （六）监督党员干部和其他任何工作人员严格遵守国家法律法规，严格遵守国家的财政经济法规和人事制度，不得侵

集体和群众的利益。

  （七）实事求是对党的建设、党的工作提出意见建议，及时向上级党组织报告重要情况。教育党员、群众自觉抵制不

坚决同各种违纪违法行为作斗争。

  （八）按照规定，向党员、群众通报党的工作情况，公开党内有关事务。

  第十条 不同领域党支部结合实际，分别承担各自不同的重点任务：

  （一）村党支部，全面领导隶属本村的各类组织和各项工作，围绕实施乡村振兴战略开展工作，组织带领农民群众发

济，走共同富裕道路，领导村级治理，建设和谐美丽乡村。贫困村党支部应当动员和带领群众，全力打赢脱贫攻坚战。

  （二）社区党支部，全面领导隶属本社区的各类组织和各项工作，围绕巩固党在城市执政基础、增进群众福祉开展工

基层社会治理，组织整合辖区资源，服务社区群众、维护和谐稳定、建设美好家园。

  （三）国有企业和集体企业中的党支部，保证监督党和国家方针政策的贯彻执行，围绕企业生产经营开展工作，按规

业重大问题的决策，服务改革发展、凝聚职工群众、建设企业文化，创造一流业绩。

  （四）高校中的党支部，保证监督党的教育方针贯彻落实，巩固马克思主义在高校意识形态领域的指导地位，加强思

领，筑牢学生理想信念根基，落实立德树人根本任务，保证教学科研管理各项任务完成。

  （五）非公有制经济组织中的党支部，引导和监督企业严格遵守国家法律法规，团结凝聚职工群众，依法维护各方合

建设企业先进文化，促进企业健康发展。

  （六）社会组织中的党支部，引导和监督社会组织依法执业、诚信从业，教育引导职工群众增强政治认同，引导和支

织有序参与社会治理、提供公共服务、承担社会责任。
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  （七）事业单位中的党支部，保证监督改革发展正确方向，参与重要决策，服务人才成长，促进事业发展。事业单位

导作用的党支部，对重大问题进行讨论和作出决定。

  （八）各级党和国家机关中的党支部，围绕服务中心、建设队伍开展工作，发挥对党员的教育、管理、监督作用，协

行政负责人完成任务、改进工作。

  （九）流动党员党支部，组织流动党员开展政治学习，过好组织生活，进行民主评议，引导党员履行党员义务，行使

利，充分发挥作用。对组织关系不在本党支部的流动党员民主评议等情况，应当通报其组织关系所在党支部。

  （十）离退休干部职工党支部，宣传执行党的路线方针政策，根据党员实际情况，组织参加学习，开展党的组织生活

见建议，引导他们结合自身实际发挥作用。

  第四章 工作机制

  第十一条 党支部党员大会是党支部的议事决策机构，由全体党员参加，一般每季度召开1次。

  党支部党员大会的职权是：听取和审查党支部委员会的工作报告；按照规定开展党支部选举工作，推荐出席上级党代

代表候选人，选举出席上级党代表大会的代表；讨论和表决接收预备党员和预备党员转正、延长预备期或者取消预备党员

论决定对党员的表彰表扬、组织处置和纪律处分；决定其他重要事项。

  村、社区重要事项以及与群众利益密切相关的事项，必须经过党支部党员大会讨论。

  党支部党员大会议题提交表决前，应当经过充分讨论。表决必须有半数以上有表决权的党员到会方可进行，赞成人数

会有表决权的党员的半数为通过。

  第十二条 党支部委员会是党支部日常工作的领导机构。

  党支部委员会会议一般每月召开1次，根据需要可以随时召开，对党支部重要工作进行讨论、作出决定等。党支部委

须有半数以上委员到会方可进行。重要事项提交党员大会决定前，一般应当经党支部委员会会议讨论。

  第十三条 党员人数较多或者党员工作地、居住地比较分散的党支部，按照便于组织开展活动原则，应当划分若干党

设立党小组组长。党小组组长由党支部指定，也可以由所在党小组党员推荐产生。

  党小组主要落实党支部工作要求，完成党支部安排的任务。

  党小组会一般每月召开1次，组织党员参加政治学习、谈心谈话、开展批评和自我批评等。

  第十四条 党支部党员大会、党支部委员会会议由党支部书记召集并主持。书记不能参加会议的，可以委托副书记或

集并主持。党小组会由党小组组长召集并主持。

  第五章 组织生活

  第十五条 党支部应当严格执行党的组织生活制度，经常、认真、严肃地开展批评和自我批评，增强党内政治生活的

时代性、原则性、战斗性。

  党员领导干部应当带头参加所在党支部或者党小组组织生活。

  第十六条 党支部应当组织党员按期参加党员大会、党小组会和上党课，定期召开党支部委员会会议。

  “三会一课”应当突出政治学习和教育，突出党性锻炼，以“两学一做”为主要内容，结合党员思想和工作实际，确定主

方式，做到形式多样、氛围庄重。
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  党课应当针对党员思想和工作实际，回应普遍关心的问题，注重身边人讲身边事，增强吸引力感染力。党员领导干部

为基层党员讲党课，党委（党组）书记每年至少讲1次党课。

  党支部每月相对固定1天开展主题党日，组织党员集中学习、过组织生活、进行民主议事和志愿服务等。主题党日开

支部应当认真研究确定主题和内容；开展后，应当抓好议定事项的组织落实。

  对经党组织同意可以不转接组织关系的党员，所在单位党组织可以将其纳入一个党支部或者党小组，参加组织生活。

  第十七条 党支部每年至少召开1次组织生活会，一般安排在第四季度，也可以根据工作需要随时召开。组织生活会

支部党员大会、党支部委员会会议或者党小组会形式召开。

  组织生活会应当确定主题，会前认真学习，谈心谈话，听取意见；会上查摆问题，开展批评和自我批评，明确整改方

制定整改措施，逐一整改落实。

  第十八条 党支部一般每年开展1次民主评议党员，组织党员对照合格党员标准、对照入党誓词，联系个人实际进行

析。

  党支部召开党员大会，按照个人自评、党员互评、民主测评的程序，组织党员进行评议。党员人数较多的党支部，个

党员互评可以在党小组范围内进行。党支部委员会会议或者党员大会根据评议情况和党员日常表现情况，提出评定意见。

  民主评议党员可以结合组织生活会一并进行。

  第十九条 党支部应当经常开展谈心谈话。党支部委员之间、党支部委员和党员之间、党员和党员之间，每年谈心谈

少于1次。谈心谈话应当坦诚相见、交流思想、交换意见、帮助提高。

  党支部应当注重分析党员思想状况和心理状态。对家庭发生重大变故和出现重大困难、身心健康存在突出问题等情况

党支部书记应当帮助做好心理疏导；对受到处分处置以及有不良反映的党员，党支部书记应当有针对性地做好思想政治工

  第六章 党支部委员会建设

  第二十条 有正式党员7人以上的党支部，应当设立党支部委员会。党支部委员会由3至5人组成，一般不超过7人。

  党支部委员会设书记和组织委员、宣传委员、纪检委员等，必要时可以设1名副书记。

  正式党员不足7人的党支部，设1名书记，必要时可以设1名副书记。

  第二十一条 村、社区党支部委员会每届任期5年，其他基层单位党支部委员会一般每届任期3年。

  党支部委员会由党支部党员大会选举产生，党支部书记、副书记一般由党支部委员会会议选举产生，不设委员会的党

记、副书记由党支部党员大会选举产生。选出的党支部委员，报上级党组织备案；党支部书记、副书记，报上级党组织批

部书记、副书记、委员出现空缺，应当及时进行补选。确有必要时，上级党组织可以指派党支部书记或者副书记。

  建立健全党支部按期换届提醒督促机制。根据党组织隶属关系和干部管理权限，上级党组织对任期届满的党支部，一

个月以发函或者电话通知等形式，提醒做好换届准备。对需要延期或者提前换届的，应当认真审核、从严把关，延长或者

一般不超过1年。

  第二十二条 党支部书记主持党支部全面工作，督促党支部其他委员履行职责、发挥作用，抓好党支部委员会自身建

支部委员会、党员大会和上级党组织报告工作。

  党支部副书记协助党支部书记开展工作。党支部其他委员按照职责分工开展工作。
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  第二十三条 党支部书记应当具备良好政治素质，热爱党的工作，具有一定的政策理论水平、组织协调能力和群众工

敢于担当、乐于奉献，带头发挥先锋模范作用，在党员、群众中有较高威信，一般应当具有1年以上党龄。

  第二十四条 上级党组织应当结合不同领域实际，突出政治标准，按照组织程序，采取多种方式，选拔符合条件的优

任党支部书记。

  村、社区应当注重从带富能力强的村民、复员退伍军人、经商务工人员、乡村教师、乡村医生、社会工作者、大学生

休干部职工等群体中选拔党支部书记。对没有合适人选的，上级党组织可以跨地域或者从机关和企事业单位选派党支部书

工作需要，上级党组织可以选派优秀干部到村、社区担任党支部第一书记，指导、帮助党支部书记开展工作，主要承担建

部、推动中心工作、为民办事服务、提升治理水平等职责任务。符合条件的村、社区党支部书记可以通过法定程序担任村

会、居民委员会主任。

  机关、国有企业、事业单位，党支部书记一般由本部门本单位主要负责人担任，也可以由本部门本单位其他负责人担

工作需要，上级党组织可以选派党员干部担任专职党支部书记。

  非公有制经济组织、社会组织，一般从管理层中选任党支部书记，应当注重从业务骨干中选拔党支部书记。没有合适

可以由上级党组织选派党支部书记。

  加强党支部书记后备队伍建设，注意发现优秀党员作为党支部书记后备人才培养，建立村、社区等领域党支部书记后

库。

  第二十五条 上级党组织应当经常对党支部书记、副书记和其他委员进行培训。

  党支部书记培训纳入党员、干部教育培训规划，对新任党支部书记应当进行任职培训。中央组织部组织开展党支部书

训，地方、行业、系统一般根据党组织隶属关系，分层分类开展党支部书记全员轮训。党支部书记每年应当至少参加1次

党组织举办的集中轮训。注意统筹安排，防止频繁参训，确保党支部书记做好日常工作。

  对党支部书记、副书记和其他委员的培训应当突出党的基本理论、基本政策、基本知识及党务工作基本要求，党的优

作风，党规党纪等内容。注重发挥优秀党支部书记传帮带作用。

  第二十六条 注重从优秀村、社区党支部书记中选拔乡镇和街道领导干部，考录公务员和招聘事业单位人员。

  培养树立党支部书记先进典型，对优秀党支部书记给予表彰表扬。

  第二十七条 党支部委员会成员应当自觉接受上级党组织和党员、群众监督，加强互相监督。

  党支部书记每年应当向上级党组织和党支部党员大会述职，接受评议考核，考核结果作为评先评优、选拔使用的重要

  第二十八条 建立持续整顿软弱涣散党支部工作机制。对不适宜担任党支部书记、副书记和委员职务的，上级党组织

作出调整。对存在换届选举拉票贿选、宗族宗教和黑恶势力干扰渗透等问题的，上级党组织应当及时严肃处理。

  第七章 领导和保障

  第二十九条 各级党委（党组）应当把党支部建设作为最重要的基本建设，定期研究讨论、加强领导指导，切实履行

任。县级党委每年至少专题研究1次党支部建设工作。

  各级党委（党组）书记应当带头建立党支部工作联系点，带头深入基层调查研究，发现和解决问题，总结推广经验。

  第三十条 党委组织部门应当经常对党支部建设情况进行分析研判，加强分类指导和督促检查，扩大先进党支部增量

间党支部水平，整顿后进党支部。加强党支部标准化、规范化建设。基层党委一般应当配备专兼职组织员，加强对党支部
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体指导。

  各级党委组织部门应当注意通过党支部了解掌握党员干部日常表现，干部考察应当听取考察对象所在党支部的意见。

  村、社区党支部书记纳入县级党委组织部备案管理。

  第三十一条 村、社区党支部工作纳入县级党委巡察监督工作内容。

  第三十二条 抓党支部建设情况应当列入各级党委书记抓基层党建工作述职评议考核的重要内容，作为评判其履行管

治责任情况的重要依据。对抓党支部建设不力、各项工作不落实的，上级党委及其组织部门应当进行约谈。对党支部建设

问题，党员、群众反映强烈的，应当按照规定严肃问责。

  第三十三条 各级党组织应当为党支部开展工作提供必要条件，给予经费保障。增强村、社区党支部运转经费保障能

村、社区党支部书记报酬待遇，并根据当地经济发展水平建立正常增长机制。给予非公有制经济组织和社会组织党支部工

持。加强村、社区和园区等领域基层党组织活动场所建设，积极运用现代技术和信息化手段，充分发挥办公议事、开展党

提供便民服务等综合功能。

  县级以上党委管理的党费每年应当按照一定比例下拨到党支部，重点支持贫困村党支部、困难国有企业党支部、非公

组织和社会组织党支部、流动党员党支部、离退休干部职工党支部等开展党的活动。

  第八章 附则

  第三十四条 村、社区党的基层委员会、总支部委员会，按照本条例执行。

  第三十五条 中央军事委员会可以根据本条例，制定相关规定。

  第三十六条 本条例由中央组织部负责解释。

  第三十七条 本条例自2018年10月28日起施行。其他有关党支部的规定与本条例不一致的，按照本条例执行。
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EXHIBIT H



Navigating Unknown Waters:
Th e Chinese Communist Party’s New Presence 
in the Private Sector 

Xiaojun Yan and Jie Huang 

Abstract

In the wake of the global economic crisis of 2008, the Chinese state has 
enhanced its systematic eff orts to rebuild Communist Party branches in 
private enterprises. Th is article examines such eff orts with specifi c refer-
ence to the campaign initiated in 2012 in Anhui province, one of the 
most recent initiatives undertaken by the party-state to infi ltrate the 
country’s huge and still-growing private sector. Th e article examines the 
emerging and dynamic institutional links between provincial party-state 
apparatus and local private businesses in Anhui and highlights the four 
key methods used by the Chinese Communist Party (CCP) to extend 
its control over the increasingly powerful and infl uential private sector. 
Th ese mechanisms are establishing new offi  cial institutions to coordi-
nate CCP aff airs related to the private sector, “sending down” a group 
of “party-building instructors,” rewarding private business elites with 
appointments to party positions, and reorienting the work of local party 
organs to better serve the needs of the private sector. Although this 
business-oriented party building has indeed made the CCP more 
relevant to private business development and thus increased its organi-
zational presence, it remains unclear whether these eff orts have genu-
inely strengthened the Communist Party’s control of the private sector. 
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In October 2012, the U.S. Congress investigated two Chinese telecommu-
nications giants, Huawei and ZTE, on suspicion of having close connec-
tions with the Chinese security state. Legislators argued that U.S. security 
could be compromised if the two corporations were allowed to “market 
their equipment to U.S. telecommunications infrastructure.”1 One of the 
main issues raised in the investigative report submitted to the U.S. 
Congress was the involvement of the Chinese Communist Party (CCP) in 
these two Chinese-owned multinational companies. Communist Party 
branches within the two private companies were alleged to “provide a 
shadow source of power and infl uence directing, even in subtle ways, the 
direction and movement of economic resources.”2 

Th e U.S. Congress may or may not have been particularly alert to the 
specifi cs of this investigative case; nevertheless, over the past decade, 
private enterprises with Communist Party branches have become increas-
ingly common in China,3 regardless of their scale or the nationality of 
their ownership.4 Official statistics indicate that by the end of 2014, 
approximately 1,579,000 private companies in mainland China had estab-
lished CCP connections, accounting for around 53.1 percent of all 
Chinese private businesses.5 In the same period, the proportion of offi  -
cially defi ned large private companies6 with CCP connections exceeded 
95 percent,7 representing a major increase since the late 1990s. In 1998, 
only 0.9 percent of China’s 12 million private enterprises had established 
party connections,8 rising to only about 16 percent by 2008.9 Today, 
however, the rapid expansion of the CCP into the private sector is an 
undeniable trend, confi rmed by a nationwide survey of private enter-
prises in China. Figure 1 shows the percentages of private enterprises that 
established CCP branches from 1993 to 2012.

Th e rapid organizational expansion of the CCP into the country’s 
private sector has been facilitated by the party-state’s systematic eff orts to 
rebuild CCP branches in private enterprises, which were renewed in the 
wake of the global economic crisis of 2008. Th is new campaign began 
with the CCP Central Committee’s 2012 publication of Document No. 11 
and a national working conference on party building in nonstate enter-
prises, at which Xi Jinping himself gave a speech on 12 March 2012. Th e 
immediate goal was to increase the organizational presence of the 
Communist Party in the nation’s private enterprises to strengthen its 
infl uence over this increasingly important sector. In the long term, the 
extremely ambitious goal of this unprecedented campaign was for party 
branches to “comprehensively cover” (全面覆蓋 quanmian fugai) all 
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private enterprises in China. Since 2012, party building in the private 
sector has been an important task for local party authorities nationwide.

Th is article examines the CCP’s recent eff orts to build its presence in 
China’s huge and still-growing private sector by drawing on documents 
and intensive interviews relating to the campaign initiated in 2012 in 
Anhui province. Anhui as a case study is selected for two main reasons. 
First, it is a typical industrializing province in China, where the private 
economy has grown rapidly in the past decade. Second, relevant materials 
about party building in Anhui have been made publicly accessible. In 
March 2013, the Anhui Nonstate Economic Organizations and Social 
Organizations Party Building Web, designed by the Anhui Provincial 
Organization Department, went online. Th is website provides a platform 
for party workers in the province to share their professional experiences. 
A large number of materials, such as party documents, working plans, 
newsletters, and working reports, are available on the web, enabling us to 
systematically examine the party-building campaign in Anhui.10 In 

Figure 1: Party Penetration Rate of Private Enterprises

Note:  Party penetration rate (PPR) = the number of private enterprises with integrated party 
organizations / the total number of private enterprises surveyed.

Data Sources: PPRs for 1993, 1995, 2000, 2002, 2004, and 2006: All-China Federation of Industry 
and Commerce, Zhongguo siying qiye daxing diaocha (Large-Scale Survey on Private 
Enterprises in China) (Beijing: Zhonghua gongshang lianhe chubanshe, 2007), p. 224. 
PPR for 2008: National Survey of Private Enterprises 2008, question 24, calculated by the 
authors. PPR for 2010: National Survey of Private Enterprises 2010, question 30A, 
calculated by the authors. PPR for 2012: National Survey of Private Enterprises 2012, 
question 18A, calculated by the authors.
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addition, from November 2016 to December 2016, the authors of this 
article conducted supplementary fi eld research and intensive interviews 
in the municipality of Shanghai and Hefei and Ma’anshan in Anhui 
province.

Th e article fi rst provides a literature review of the existing studies on 
the relationship between the CCP and the country’s growing private 
sector. Th e article then examines the party-building campaigns targeting 
private enterprises in the past decades. Section 4 examines the Anhui 
case to identify emerging and dynamic institutional links between the 
party-state apparatus and private businesses, and the key methods used 
by the CCP to extend its control over the increasingly powerful and 
infl uential private sector. In section 5, the article explores the signifi cance 
of these methods to the evolution of the state-business relationship in 
modern China. 

1. Party-State and Private Enterprises
According to conventional wisdom, a strong private sector is conducive 
to the emergence of a freedom-loving middle class, and thus leads natu-
rally to political democratization under autocratic regimes.11 In China, 
however, the burgeoning entrepreneurial class that reemerged and 
expanded aft er the post-Mao economic reforms appears to support the 
incumbent regime and thus the status quo. Students of Chinese politics 
have provided many diff erent but related explanations of the political 
conformity of China’s new economic elites. 

Most scholars have argued that the Chinese state has historically 
retained extremely tight control of the economic sector, and that private 
businesses have long sought to establish and maintain good relations with 
officials to increase their access to state-controlled resources. For 
example, David Wank referred to the alliance between private entrepre-
neurs and local government offi  cials in China’s reform era as a “symbiotic 
clientelism,” with much of the exchange conducted by private companies 
“embedded in clientelist ties with various administrative, policing, 
distributive, and manufacturing organs of the local state.”12 Both offi  cial 
bureaucrats and private entrepreneurs benefi ted from the interaction, and 
had little incentive to change existing economic and political structures. 
Th e fi ndings of David Goodman’s fi eldwork even indicated that most 
successful private entrepreneurs in China have close blood relations with 
local political leaders. Th ese politically connected entrepreneurs are easily 
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able to access privileged resources that their less well connected counter-
parts could not even imagine.13 Th e result, in Dorothy Solinger’s words, 
is “a bonding and incipient interdependence between the bureaucrat and 
the merchant,” which blurs the boundaries between the state and the 
private sector.14 

Other studies have suggested that the political conformity of the 
Chinese private sector in the reform era was due to the party-state’s 
effective strategies. Margaret Pearson, focusing on foreign-sector 
managers and private entrepreneurs in China, noted that the Chinese 
state established a pyramid of business associations to represent and 
defend the interests of newly emergent business elites. Such corporatist 
mechanisms “simultaneously exhibit elements of state-domination and 
autonomy,”15 and therefore help to “prevent the strengthening of hori-
zontal ties within or between economic groups and hinder class forma-
tion.”16 Bruce Dickson observed that the CCP proactively adapted its 
own ideology, organization, or ruling mode to maintain its infl uence over 
the new social space and social groups. Since the turn of the century, 
many private entrepreneurs, once “class enemies” of the CCP, have been 
recruited into the party and other formal institutions. Th ese inclusive 
measures, in Dickson’s view, have greatly increased the stake held by the 
new economic elites in the existing system, reducing the risk of chal-
lenges from this group.17 More recently, scholars have noted that the 
party-state is distributing important posts to economic elites. For 
example, Yan Xiaojun found that many private entrepreneurs have taken 
up political leadership in rural grassroots society, which provides “a more 
direct and eff ective channel for China’s rural nouveaux-riches to exert 
political infl uence.”18 

To more clearly understand why private businesses are averse to 
political change, Chinese scholars have also explored the ideational 
dimensions of this group of actors. Christopher McNally and Teresa 
Wright found that the “thick embeddedness” of private entrepreneurs in 
the Chinese party-state, nurtured by either guanxi or mutual material 
benefi ts, generated a strong “we-group” feeling among private entrepre-
neurs and government offi  cials.19 Kellee Tsai also probed the lack of an 
independent social identity or “class consciousness” among Chinese capi-
talists. Referring to these individuals as “capitalists without a class,” she 
noted that the high level of diversity among private entrepreneurs has 
prevented the formation of a bourgeois class consciousness in China, 
obviating “the need and desire of private entrepreneurs to pursue more 
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radical and risky coping strategies, such as contesting the CCP’s 
monopoly on political power.”20 However, in this special issue, Gunter 
Schubert and Th omas Heberer, based on their comprehensive fi eldwork 
in recent years, contest Tsai’s fi ndings and argue that private entrepre-
neurs in possession of considerable economic resources are becoming a 
“strategic group” with an emerging collective identity. As China’s 
economic growth and public-goods provision at the grassroots level 
increasingly depend on the performance of the country’s private sector, 
private business owners are gaining substantial negotiating power, 
enabling them to shape policy implementation and bring about institu-
tional changes. 

Important insights have already been gained into the relationship 
between the party-state and private entrepreneurs, but the more system-
atic and organizational expansion of the party into the newly emerged 
economic space of the private sector has been overlooked. Th e party-state 
has consistently resorted to its tried and tested method of party building 
to create institutional links with and thereby strengthen its control over 
the new economic sector and associated social groups. Focusing on the 
eff orts of a provincial Communist Party apparatus to build the CCP’s 
presence in local private enterprises, this study investigates the dynamic 
business-state relations from a new perspective and in a new period: 
from the end of the Hu Jintao era to the beginning of the party leader-
ship of Xi Jinping. Like Alexander Korolev’s article, this research 
examines state-society relations from the state side, asking whether the 
state has adopted new measures to deal with changes brought by the 
private sector and to readjust state-business relations. Th e aim of the 
research is to provide answers to the following questions: How is the 
party extending its organizational reach into the private sector? What 
measures has the party taken to facilitate its systematic spread into the 
uncharted territory of private enterprises? What roles do party organiza-
tions play in private enterprises? How do the party’s eff orts to build an 
organizational base in the private sector contribute to the stability of the 
political regime?

2. Party Building in the Private Sector
Tackling challenges arising in the private sector has been a daunting task 
for the CCP since it fi rst took over mainland China. In the three decades 
of Mao’s rule, the party-state’s policy on private businesses changed 
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dramatically, moving from initial cooperative reforms to pure and violent 
hostility, particularly during the Socialist Transformation Campaign of 
1954–1956 and the Cultural Revolution of 1966–1976.21 Th e result was 
the near-extinction of China’s private sector in the late 1970s. It was not 
until Deng Xiaoping’s program of reform and opening up that the private 
sector began to recover. Th e development of China’s private sector is 
depicted in Figure 2.

Reestablishing organizational links and control mechanisms opera-
tive between the ruling Communist Party and China’s newly revived and 
rapidly growing private sector is a challenging political task. In the early 
years of the economic reforms led by Deng Xiaoping, the party’s eff orts 
to establish an organizational presence in the new private sector were 
directed toward the foreign enterprises that had recently reentered the 
Chinese market. In February 1984, the Central Organization Department 
of the Communist Party (中央組織部 zhongyang zuzhibu, COD) issued a 
document titled “Opinions on Strengthening Party Work in Sino-Foreign 
Joint Ventures.” Th is was the fi rst offi  cial document to formally affi  rm the 
party’s goal of reestablishing its organizational presence within the 
growing private economy.22 In August 1993, “Opinions on Further 
Strengthening Party Work in Foreign Firms” was issued by the COD. In 
this important document, the party proposed that “all foreign ventures 
with more than three full party members should establish party organiza-
tions in accordance with the provisions of the party constitution.”23 

Th e party-state’s choice to focus on permeating foreign ventures in 
early reform era was due to two main factors. First, private businesses 
operated by native Chinese were relatively weak in the early years of the 
reform era; the majority of the private sector were relatively small indi-
vidual or household enterprises. Larger businesses affi  liated themselves 
with local governments or collectively owned enterprises, a practice 
known as “wearing red hats.”24 Smaller enterprises did not have enough 
members to establish party cells, and the party’s operations within larger 
businesses were generally covered by the party branches of their affi  liated 
institutions. 

Th e second and far more signifi cant reason for the policy focus on 
foreign ventures was that foreign businesses at that time represented the 
most “autonomous” force in Chinese society, partially free from party 
control. As most of these enterprises were controlled by foreign investors, 
the party had little leverage over them. Chinese employees of these enter-
prises had been exposed to Western culture and ideology and were thus 
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deemed the most vulnerable link in the party’s thought-management 
apparatus.25 As the COD emphasized in a 1993 document, the principal 
mission of Communist Party branches in foreign fi rms was to “educate 
Chinese employees in the theory of socialism with Chinese characteris-
tics, the party’s basic line, patriotism and the importance of a collective 
spirit, and help them to resist the corruption of various decadent ideas.”26 

However, with the accelerated development of China’s private 
economy after Deng’s Southern Tour and the party’s 14th National 
Congress in 1992, “rapid changes on the ground exceeded the Party 
bureaucracies’ capability to handle the situation.”27 Th e party offi  cially 
adopted the principles of a “socialist market economy” in the reform era, 
and many non-state-owned businesses that had previously “worn red 
hats” explicitly registered themselves as private enterprises. A massive 
restructuring of China’s state-owned enterprises (SOEs) was initiated by 
the central state in the mid-1990s, transforming many SOEs into private 
enterprises. All of these factors contributed to the explosive growth of 
China’s private economy in the late 1990s, which was mostly outside the 
party’s organizational control.28

Th e central leadership of the CCP was always aware of the political 
risks caused by the party’s absence from the private sector. In 2000, when 
visiting Jiangsu, Zhejiang, and Shanghai, which boast China’s most 

Figure 2: Private Economy in China (1990–2012)

Data Source: National Bureau of Industry and Commerce, Gongshang xingzheng guanli tongji 
huibian, 2012 (Statistical Compilation of the Administration for Industry and Commerce, 
2012), p. 122.
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developed private economies, General Secretary Jiang Zemin urged local 
offi  cials to direct more energy toward the party’s work with private enter-
prises. He warned metaphorically that a “situation in which the earth 
trembles and the mountains sway without a solid foundation must be 
prevented.”29 Jiang deemed the party-building work in the private sector 
an essential component in the party’s overall endeavors to maintain 
political stability. He stated that “party building is driven by the party’s 
need to establish and consolidate the basic economic system at the 
primary stage of socialism, guide the healthy development of the private 
economy, strengthen contacts with workforces in private firms and 
consolidate the class bases and social bases of our rule under new 
circumstances.” Accordingly, local offi  cials were required to “assertively 
and proactively carry out party building in private enterprises.”30 Shortly 
aft er this speech, the COD issued another landmark document, titled 
“Opinions on Conducting Party Building Work in Individual Household 
Businesses and Private Enterprises.” Th e document made clear that the 
Communist Party’s operations in these areas were not limited to foreign 
ventures, but covered the entire private sector. Th e role of party branches 
in private businesses was also clarifi ed for the fi rst time: to serve as the 
“political core” linking workforces.31

Th e publication of this document brought about a wave of local level 
party organization building. However, an important obstacle remained to 
the expansion of the party in the private sector: private entrepreneurs 
were offi  cially barred from joining the party. Th is prohibition had been 
made after the Tiananmen Square demonstration in 1989, when the 
party’s recruitment policies reverted to orthodox Marxism. “Private 
entrepreneurs are de facto exploiting workers. So private entrepreneurs 
cannot be absorbed into the party.”32 Although the ban was not fully 
implemented aft er 1992, it gave a rather unfriendly tone to the party’s 
rhetoric of embracing the private sector. Th e prohibition was not lift ed 
until Jiang put forward his theory of the “three represents” at the 80th 
anniversary of the party in July 2002, in which he explicitly defended the 
CCP’s recruitment of “the advanced productive force,” a euphemism for 
China’s emerging private entrepreneurs. Th is bold step further facilitated 
the spread of party organizations in the private sector.

Th e most recent wave of party building within private enterprises 
started in 2012. In March 2012, a document titled “Opinions on 
Strengthening and Improving Party Building in Nonstate Enterprises” 
was issued by the COD. Following this announcement, a national 
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working meeting on party building in private enterprises was convened, 
and an ambitious goal proposed: within a short time, all private busi-
nesses with party members were expected to have party branches, and all 
those without members would fall within the party’s organizational 
reach. Th is comprehensive-coverage scheme, which disregarded the size 
and ownership of businesses, furthered the CCP’s aim of occupying the 
entire private sector. In the same document, the COD also proposed a 
mandate requiring local authorities at county level and above to establish 
special agencies with professional staff  and adequate funds to carry out 
party-building work in private enterprises in their jurisdictions.33 Th e 
party-building campaign in Anhui, which is examined in detail in the 
following section, was carried out against this macro background.

3. Party Building in Anhui
Since China’s “deep reform” aft er 1992, Anhui province in eastern China 
is one of the country’s most rapidly industrializing regions, and its 
private sector has expanded dramatically. In 1997, there were only about 
20,000 private fi rms in the province, but this number had increased to 
350,000 by the end of 2013 (see Figure 3). Currently, the private economy 
accounts for approximately 60 percent of the province’s gross domestic 
product, contributing about 70 percent of the provincial government’s 
tax revenue, and accommodating more than 80 percent of the urban 
labor force in Anhui.34

Anhui’s party-building practice refl ects a wider trend across China. 
Before 2012, large fi rms were the main targets of eff orts made by Anhui 
party authorities to reach out to the private sector. Th e offi  cial estimate 
was that 93.4 percent of Anhui’s large-scale private enterprises had built 
up party organizations by the end of 2011; however, the overall coverage 
of party branches in the province’s private fi rms was just 42.2 percent.35  
Aft er 2012, achieving a comprehensive coverage of the private sector by 
CCP organizations became the central task in Anhui, with the focus 
shift ing toward smaller corporations. By the end of 2012, 91.6 percent of 
private enterprises in Anhui had established party cells, representing an 
increase of nearly 50 percent since 2011.36 Th is rapid expansion of party 
organizations was the result of a deliberately designed campaign. Th is 
section examines the tactics used and measures implemented by the 
Anhui party-state to enable such a fast-paced and large-scale incursion 
into private enterprises.
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a. New Chains of Command 

Th e party-building campaign in Anhui’s private sector was led and coor-
dinated by a party-state agency created specifi cally for these tasks. Th e 
Nonstate Economic Organizations and Social Organizations Working 
Committee (非公有制經濟與社會組織工作委員會 feigongyouzhijingji yu 
shehuizuzhi gongzuo weiyuanhui, NEOSOWC) of Anhui province was 
established in September 2012 as the agency in charge of the party’s 
organizational building in the so-called “two new” groups of organiza-
tions (兩新組織 liangxin zuzhi),37 of which private enterprises formed the 
majority. Previously, the Communist Party’s operations in the private 
sector in Anhui had been overseen by a junior-level internal department 
within the Provincial Party Organization Department (POD). As a special 
working committee under the Provincial Communist Party Committee, 
NEOSOWC is a senior-level party agency (i.e., operating at full prefec-
tural level, 正廳級 zhengtingji) in the party-state hierarchy, with many 
more resources and a much greater political capacity than the internal 
POD department. Newly minted as an official and professional 

Figure 3: Private Economy in Anhui (1997–2013)

Data Source: For private enterprises and workforce (1997–1999), Anhui tongji nianjian 2001
(Statistical Yearbook of Anhui Province 2001) (Beijing: Zhongguo tongji chubanshe, 
2001), p. 115. For private enterprises and workforce (2000–2013), Anhui tongji nianjian 
2014 (Statistical Yearbook of Anhui Province 2014) (Beijing: Zhongguo tongji chubanshe, 
2014), p. 98.
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party-state agency, NEOSOWC concentrates solely on the party’s organi-
zational building within the private sector in Anhui.

Institutionally, NEOSOWC can be divided into three main compo-
nents: a head and executive head, liaison units (connecting with other 
bureaucracies), and a general offi  ce. Led by senior offi  cials from the POD, 
NEOSOWC liaises with other departments that have supervisory responsi-
bilities in the private sector, such as the Bureau of Industry and Commerce 
(BIC), the institution in charge of licensing and administering private busi-
nesses, and the Provincial Federation of Industry and Commerce (FIC), the 
offi  cial umbrella association of all non-state-owned businesses. NEOSOWC 
offi  cials and units meet regularly at working conferences to discuss cooper-
ation on party-building initiatives in the private sector.38 Th e routine and 
administrative work of NEOSOWC is carried out by its general offi  ce, 
which is staff ed by full-time party-state cadres.39 

Th e composition of NEOSOWC refl ects the CCP’s new strategy of 
so-called “grand party building” (大黨建 dadangjian): expanding party 
development along and across bureaucratic lines. Traditional CCP 
departments and branches have neither the connections with private 
enterprises nor the political, administrative, or economic resources neces-
sary to reach out to the private sector. As some Chinese academics have 
pointed out, the CCP today lacks “reliable” forces within the private 
sector to promote party-building work.40 Meanwhile, other state adminis-
trative departments have close relationships with the private sector and 
exert a considerable infl uence over private enterprises, such as the BIC 
and the FIC. Th eir involvement in the establishment and operation of 
NEOSOWC has greatly increased the presence of the party within 
Anhui’s private sector and its control over private enterprises. In general, 
the grand party building strategy emphasizes the inclusive mobilization 
of the party-state apparatus to infi ltrate new social spaces created by 
economic reforms and the growth of private businesses.41 

Under these provincial auspices, all municipalities and counties in 
Anhui established their own NEOSOWC units. Towns with developed 
private economies were also requested to set up NEOSOWC off shoots. 
All industrial parks in which private enterprises were concentrated were 
asked to establish General Party Committees (綜合黨委 zonghedangwei), 
which automatically became branches of NEOSOWC. Towns with fewer 
private enterprises were required to appoint offi  cials in charge of party 
work in the private sector. As a result, a network and system of 
NEOSOWCs had emerged in Anhui by the end of 2012.42 
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Th e most important task of Anhui’s NPEOSOWCs is to increase the 
party’s organizational presence in the province’s private sector. At the 
beginning of the year, the provincial NPEOSOWC devises a work plan 
with the clear target of increasing the party’s organizational coverage of 
private enterprises over the year. In 2014, for example, the goal was to 
achieve 95 percent overall coverage,43 and in 2015, NPEOSOWC sought 
to increase the party’s coverage of independently formed organizations 
by 20 percent.44 To accomplish these goals, a target responsibility system 
is used to devolve a subtarget to each municipality, corresponding to 
responsibility contracts signed with the committee’s municipal branches. 
If a municipality cannot reach its target in the private sector under its 
jurisdiction, the head and executive head of the local NPEOSOWC are 
summoned with the authority of their superiors from party committees.45  
Anhui’s NPEOSOWCs also manage and direct the operations of CCP 
branches in larger-scale private fi rms in the province. For example, in 
2013, the provincial NPEOSOWC directly managed party branches in 40 
of the largest private enterprises in the province. Th e internal CCP opera-
tions of approximately 2,000 large-scale private firms in Anhui are 
currently under the direct management of the NPEOSOWC system at 
various levels.46 

b. Party-Building Instructors 

Th e operations of private enterprises in Anhui, as elsewhere, are shaped 
and driven by profit-making imperatives. However, the time and 
resources spent on political aff airs, including the operations of CCP cells, 
incur increased costs and potential revenue losses for private businesses. 
In general, private enterprises do not have incentives to facilitate and 
promote CCP organizational building. As one private business owner 
complained, “Party work does not arise endogenously from market 
demand; it is mandated by the government. So few private entrepreneurs 
are enthusiastic about creating party organizations in their enterprises.”47 

To overcome this diffi  culty, the CCP sends its own offi  cials to help 
private businesses to conduct the required work, resembling the new 
mass-line mechanism of mobilization described in Alexander Korolev’s 
article in this special volume. Th ese “sent-down” cadres are known as 
“party-building instructors” (黨建指導員 dangjian zhidaoyuan), reminis-
cent of the “work teams” deployed during the political campaigns of the 
Maoist era, when higher authorities sent external cadres to help 
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institutions to complete important internal ratifi cation tasks.48 However, 
unlike the members of China’s traditional work teams, party-building 
instructors today adopt a business-friendly approach and seek to facilitate 
and promote party building by providing their host fi rms with mean-
ingful services and tangible benefi ts.

From 2013, the Provincial CCP Committee in Anhui began sending 
party-building instructors to assist private fi rms. In 2013 alone, about 
10,000 instructors were dispatched. Figure 4 shows the number of 
instructors in 16 municipalities of Anhui. In general, the number of 
instructors deployed is determined by the local level of economic devel-
opment: places with a more developed private economy receive more 
instructors.49 Each instructor is assigned to help three enterprises, of 
which at least one is required to employ more than 50 people. The 
instructors are drawn from state institutions such as government depart-
ments, SOEs and public universities.50 

Unlike the tasks set by the CCP in the past, the responsibilities of the 
party-building instructors are modifi ed as circumstances changed. Th e 
needs of enterprises are highlighted. A case in point is the Ma’anshan 
municipality, where the party authority paired party-building instructors 
with private fi rms according to the fi rms’ needs or requests. Th ese sent-
down cadres were expected to provide the private enterprises with 
concrete assistance in managing their political and administrative 
resources, and at the same time to build up Communist Party operations 
within the fi rms. For example, provincial cadres in charge of economic 
aff airs were matched up with and sent to large industrial enterprises; SOE 
managers were allocated to private enterprises in the same industry; and 
cadres from national banks were sent to small businesses oft en in urgent 
need of credit support.51 Th ese arrangements were designed to facilitate 
party building in the private sector by reducing resistance from private 
entrepreneurs and even providing tangible incentives such as bank loans, 
business cooperation, technological support, or political networking.52 

c. Prestigious Political Appointments and “Concurrent Appointment”

A major barrier impeding the party’s infi ltration of private fi rms is the 
resistance of fi rm owners. Many offi  cial reports and academic investiga-
tions have acknowledged the widespread concern held by private entre-
preneurs that party organizations may weaken their authority within 
their own businesses, and even that party cells may mobilize workers 
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against business managers. For example, in a recent survey conducted by 
a political scientist from the Central Party School, about 30 percent of 
the private entrepreneurs involved were anxious about the party’s 
possible intervention in their everyday business operations, and about 10 
percent were concerned that the state might compromise their property 
ownership through party connections.53 

In recent years, the Communist Party and the state have imple-
mented a variety of measures to recruit private entrepreneurs into the 
party and to reduce political suspicion in the private sector. As Bruce 
Dickson suggested, “Red capitalists are far more likely than non-Party 
members to have organizations in their fi rms and also more likely to have 
Party members among their workforces.”54 Similarly, Heike Holbig 
suggested that recruiting private entrepreneurs to the CCP may increase 
the viability of party branches in private enterprises, as supporting party 
work is one of the members’ obligations.55 Indeed, party authorities in 
Anhui have implemented such measures and found them to create 
“favorable conditions” for organizational building in private enterprises.56

It has been estimated that by the end of 2015, more than 50 percent of 

Figure 4: Party-Building Instructors in Anhui (2013–2015)

Data Sources: For private enterprises in 2012: Anhui tongji nianjian 2012 (Statistical Yearbook of 
Anhui Province 2012) (Beijing: Zhongguo tongji chubanshe, 2013), p. 98. For party-
building instructors: “Guanyu xiang feigongyouzhi qiye paizhu wanming dangjian 
zhidaoyuan de tongzhi” (Circular on Sending 10 Th ousand Party Building Instructors 
into Nonstate Enterprises) (POD Document No. 13, 2013). 
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large-scale private business owners and more than 20 percent of all 
private entrepreneurs in the province had obtained Communist Party 
membership.57 

In another new development, the process of party building in private 
enterprises has in some cases involved the provision of prestigious polit-
ical appointments (政治安排zhengzhi an’pai) for their owners. For private 
entrepreneurs, achieving prestigious posts such as parliamentary 
membership, party congress membership and FIC leadership is equiva-
lent to a recognition of their achievement. Th is acknowledgment can 
increase their social status and bring tangible returns to their businesses 
in terms of preferential policies, access to information or political protec-
tion.58 Aft er growing their businesses, many Chinese private entrepre-
neurs are keen to obtain such posts. Th e party is aware of the value of 
these prestigious appointments, and uses them to incentivize private 
business elites to assist in local party building. In Anhui, party work is 
explicitly listed as an important criterion determining whether a private 
entrepreneur can gain political advantage. If a private fi rm proves to be 
bad at party building, its owners will be deemed “politically undepend-
able” and thus unqualifi ed for appointment to government posts.59 

In addition, Anhui’s party authorities have encouraged private entre-
preneurs and/or their family members to head the party organizations 
within their businesses. As a result, the entrepreneurs targeted by govern-
ment policies are transformed into guards of the CCP. In 2010, according 
to a national survey, nearly 70 percent of private entrepreneurs with party 
membership were also the party secretaries for their enterprises.60 As the 
equivalent fi gure in Anhui was low, the so-called “concurrent appoint-
ment” (交叉任職 jiaocha renzhi) policy has been widely advocated in 
recent years. A working plan produced by NEOSOWC indicated that the 
Anhui authorities expect half of the party branches in the province’s 
enterprises to be led by senior management staff , particularly private 
entrepreneurs, in the near future.61 

d. Service-Oriented Party Organizations

In the process of expanding its presence within the private sector, the 
most important question for the party is probably as follows: once estab-
lished, what roles should party organizations play in private fi rms? As 
agents of the party-state, these organizations enjoy decisive power within 
SOEs and state-owned banks, such as the authority to appoint manage-
ment personnel, establish production policies, and manage fi nances. Will 



Th e Chinese Communist Party’s New Presence in the Private Sector  53 

this also be true of party organizations in private businesses? Th e owner-
ship structure of private enterprises may prevent CCP cells from 
performing the same functions as cells within state-owned economic 
entities. 

Recognizing this problem, the party has deliberately sought to depo-
liticize its enterprise-based branches and to refashion them as business-
oriented and business-friendly. Under this framework, the party 
organizations newly founded in private enterprises have been instructed 
to support production services and employees’ welfare rather than inter-
vening in fi rms’ day-to-day management and strategic planning. As Xi 
Jinping, then a member of the CCP’s Politburo Standing Committee, 
commented in 2012, “Party building in private enterprises cannot be 
conducted without consideration of production and business activities. It 
should be carried out around the central missions of enterprises and be 
conducive to business development.”62 

Newly established party branches in Anhui’s private sector have 
adopted such a “business-oriented” approach, emphasizing that their task 
is to facilitate business development. According to NEOSOWC working 
reports, many companies have set up party member demonstration posts 
(黨員示範崗 dangyuan shifan’gang), brigades (黨員突擊隊 dangyuan 
tujidui), responsibility areas (黨員責任區 dangyuan zerenqu), and so 
forth, which are designed to encourage party members to work harder 
and more effi  ciently than ordinary workers.63 It is also said that the best 
workers are party members, as they both are hardworking and possess 
excellent technical expertise. For example, in an electronic-appliance fi rm 
in Huaibei municipality, party members tackled six key problems, 
proposed ten technological innovations, and delivered 25 suggestions to 
the management in 2013. Th ese activities benefi ted the fi rm fi nancially by 
about 565,000 RMB.64 In a manufacturing fi rm in Huainan municipality, 
every party member promised to avoid production accidents and produce 
faultless goods.65 In this case, the positioning of the CCP at the vanguard 
of China’s development has been interpreted as the obligation for a party 
member to take the lead in producing goods on behalf of private busi-
nesses rather than in politics. 

In addition, new party cells have investigated the welfare of China’s 
labor force, running the risk of disrupting the workplace and triggering 
resistance from business owners. In theory, these party organizations are 
supposed to protect workers’ legal rights and provide welfare assistance for 
all workers. For example, the party cell in an auto-parts factory in 
Xuanchen municipality persuaded the management to spend approximately 
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11 million RMB on improving workers’ meals and approximately 150 
million RMB on renovating staff  dormitories.66 Th e party cell in a soft ware 
company in Hefei municipality set up a public fund of around 600,000 
RMB to help workers who encountered unexpected fi nancial diffi  culties.67 
Numerous recreational activities, such as sports, singing competitions, 
speech contests, sightseeing trips, and even blind dates, are organized peri-
odically. Th ese activities are always implemented with a formal political 
theme, but are in fact primarily recreational.68 Unlike traditional political 
initiatives, these new activities are generally welcomed by ordinary workers 
in the private sector.

4. Business-Oriented Party Building and Its Problems
The above analysis shows that the CCP has deployed a variety of 
measures to promote its expansion into the private sector. A key feature 
of these measures is a tendency to emphasize the business-facilitating 
value of party organizations while downplaying their political role. In 
contrast with the party organizations in China’s SOEs in the past, which 
exercised absolute leadership over business operations, those in private 
enterprises work to support the management and provide “services” for 
the labor force. Th is business-oriented party building has indeed made 
the party more relevant to private business and thus strengthened its 
organizational presence in this increasingly important economic sector. 

However, it should be noted that these strategies also carry potential 
risks. At least three main problems are evident from the party-building 
campaigns in Anhui and other parts of the country. First, the achieve-
ments of the CCP’s party-building program are currently only quantita-
tive; they lack depth and quality. Th e only measurable evidence of its 
success is an increase in the number of party organizations in the private 
sector. During our fieldwork in Anhui, we found that some party 
branches in private fi rms, particularly those in small-scale fi rms, had 
failed to organize any meaningful activities since their establishment. 
Many of these fi rms’ employees, even Communist Party members, were 
unaware of the existence of a party branch in the workplace. In the words 
of a famous party-building expert interviewed during the fi eldwork, these 
party branches existed just “on paper.”69

Second, some party branches created in private enterprises are in 
danger of becoming “family clubs” for business owners. Given the concur-
rent-appointment policy, it is easy for newly created party branches in the 
private sector to become “familized” (家族化 jiazuhua); that is, for their 
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daily operations to be monopolized by the family members of the business 
owners.70 In most of the fi rms we visited in Anhui, the post of party secre-
tary was occupied by the business owner, and other leading posts in the 
party branch were occupied by the owner’s immediate family members. In 
an extreme case, we visited a textile fi rm in Ma’anshan at which all party 
members were related to the owner.71 As a result, “most party branches 
within private enterprises just do what the business owners want, never 
what the owners don’t want.”72 Th is raises the question of whether the 
newly created party branches are loyal agents of the party-state or vassals 
of private entrepreneurs.

Th e third problem is that party branches may not play substantial 
roles in the operations of private enterprises. Activities such as fostering 
workers’ morale and looking aft er their welfare make these branches 
appear even more like Mao-era trade associations. Th is is a sign that the 
party may lose its distinctive role in the nation’s new economic space. To 
justify their existence, the Communist Party branches are required to 
intrude on the purview of other institutions within private fi rms; even so, 
they are still of only marginal importance. In a national survey, only 0.4 
percent of the private entrepreneurs surveyed thought that party organi-
zations were essential to the operation of their businesses.73 Given their 
lack of a diff erentiated and sound function, party branches cannot easily 
be argued to have become an integral part of China’s private sector.

Th ese problems remind us not to be too optimistic about the party’s 
eff orts. Its organizational presence in private enterprises may have been 
expanded, but the benefi ts of its business-oriented party building tend to 
accrue to private entrepreneurs rather than to the party-state. As Gunter 
Schubert and Th omas Heberer argue in this special issue, China’s enor-
mously wealthy private entrepreneurs, particularly the owners of larger 
companies, are gaining substantial power to negotiate with and infl uence 
the activities of bureaucratic officials. Indeed, whether by design or 
default, this business-oriented arrangement gives private entrepreneurs 
many opportunities to use party branches for their own advantage; it may 
even enable them to manipulate these branches to evade monitoring by 
the party-state.

5. Conclusion
Gaining control of the country’s private sector is a challenging task for 
the CCP. Since Deng’s economic reforms were initiated in 1978, China’s 
private sector has shown unprecedentedly fast and continuing growth; 
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private businesses are now “the most important components of the 
socialist market economy,” providing “signifi cant bases for economic and 
social development.”74 In the third plenary session of the 18th National 
Congress of the CCP in 2013, the Chinese party-state promised to 
continue implementing market-oriented economic reforms and to give 
private capital ventures the same treatment as that aff orded to their state 
counterparts.75 As China marches toward a full-fl edged market economy, 
the private sector plays an increasingly important role in the nation’s 
economy, politics and society. How the interactive links between the 
party-state and private enterprises are redefi ned is an important theoret-
ical and practical issue. 

Th is article examines the CCP’s eff orts to establish and expand its 
presence within China’s private enterprises, forging new organizational 
links between the Chinese state and the country’s increasingly strong 
private sector. Investigation of the party-building campaign conducted in 
the private sector of Anhui province reveals that the party-state has 
deployed a variety of measures to insert itself into the uncharted territory 
of China’s private economy, such as establishing new offi  cial institutions 
to coordinate CCP aff airs related to the private sector; sending down 
groups of party-building instructors; rewarding private business elites 
with appointments to party positions; and reorienting the work of local 
party organs to better serve the needs of the private sector. A signifi cant 
feature of these adaptive measures is their emphasis on the business-
facilitating value of party organizations, whose political roles are down-
played. Benefiting from this business-oriented party building, which 
highlights the relevance of party organizations to business development, 
the party has been able to achieve rapid penetration of the private sector 
over the last decade. However, it remains unclear whether these eff orts in 
China’s private sector will truly strengthen the Communist Party’s 
control of the country’s newly emerging socioeconomic space, as busi-
ness-oriented party building benefi ts private entrepreneurs more than the 
party-state in the short term. 

The findings of this article contribute to our understanding of 
China’s dynamic state-business relationship. Over the past decade, 
academics worldwide have studied many of the Chinese state’s adaptive 
strategies for tackling the country’s new economic elites, such as 
recruiting them into the Communist Party, giving them political posts 
and creating corporatist business associations; however, the Communist 
Party’s systematic organizational extension into the growing economic 
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space of the private sector has been largely overlooked. Th e party-state 
has consistently resorted to its tried and tested method of party building 
to create institutional links with and thereby strengthen its control over 
the new economic sector and associated social groups. This study 
provides a detailed account of how the CCP has achieved its rapid orga-
nizational expansion in the private sector and provides an initial evalua-
tion of the outcomes of these efforts. Although its findings are 
preliminary, the study off ers a valuable point of departure for further 
analysis. Other important aspects of the CCP’s party-building campaign, 
such as the motivations of private business owners, the diff erences in 
party-building performance between fi rms, and the actual operation of 
party branches, will be addressed in a future study.
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 Chapter I General Provisions

 

 Article 1 The Company Law of the People's Republic of China (hereinafter referred to as the "Law") is enacted for 
the purposes of regulating the organization and activities of companies, protecting the legitimate rights and interests 
of companies, shareholders and creditors, maintaining the social economic order, and promoting the development 
of the socialist market economy.

 

 Article 2 For the purpose of the Law, the term "company" refers to a limited liability company or a joint stock limited 
company established within the territory of the People's Republic of China in accordance with the Law.

 

 Article 3 A company is an enterprise legal person which has independent legal person property [*5]  and enjoys 
legal person property rights. A company shall be liable for its debts to the extent of all its assets.

 A shareholder of a limited liability company is liable to the company to the extent of its/his respective capital 
contribution. A shareholder of a joint stock limited company is liable to the company to the extent of the shares it/he 
has subscribed for.

 

 Article 4 Shareholders of a company are entitled to enjoy the return on equity, participate in important decision-
making, select managers and enjoy other rights in accordance with the law.

 

 Article 5 In conducting its business operations, a company shall abide by laws and administrative regulations, 
observe social ethics and business ethics, act in good faith, accept the supervision of the government and the 
general public, and bear social responsibility.

 The legitimate rights and interests of a company shall be protected by law and shall not be violated.

 

 Article 6 To establish a company, an application for registration shall be filed with the company registration 
authority in accordance with the law. Where the application meets the establishment requirements of the Law, the 
company registration authority shall [*6]  register the company as a limited liability company or joint stock limited 
company. Where the application does not meet the establishment requirements of the Law, it shall not be registered 
as a limited liability company or joint stock limited company.

2018 China Law LEXIS 1317, *3



Page 4 of 39

 Where any law or administrative regulation provides that the establishment of a company is subject to the approval, 
the relevant approval formalities shall be gone through in accordance with the law prior to the registration of the 
company.

 The public may apply to the company registration authority for inquiring about the registration details of any 
company, and the company registration authority shall provide the public with such inquiry services.

(Relevant articles: )

 

 Article 7 A lawfully established company shall be issued with a company business license by the company 
registration authority. The date of issuance of the company business license shall be the date of establishment of 
the company.

 The company business license shall state the company's name, domicile, registered capital, business scope, name 
of the legal representative and other information.

 In the event of any change in the details recorded in the company business [*7]  license, the company shall go 
through the formalities for registration of changes in accordance with the law and the company registration authority 
shall reissue the company business license.

 

 Article 8 A limited liability company established in accordance with the Law shall include the words "limited liability 
company" or "limited company" in its name.

 A joint stock limited company established in accordance with the Law shall include the words "joint stock limited 
company" or "joint stock company" in its name.

 

 Article 9 A limited liability company that seeks to be converted into a joint stock limited company shall satisfy the 
conditions prescribed in the Law for joint stock limited companies. A joint stock limited company that seeks to be 
converted into a limited liability company shall satisfy the conditions prescribed in the Law for limited liability 
companies.

 In either of the aforesaid cases, the claims and debts of the company prior to the conversion shall be succeeded by 
the company after the conversion.

 

 Article 10 A company shall regard its main office as its domicile.

 

 Article 11 A company shall formulate its articles of association in accordance with the law.  [*8]  The articles of 
association shall be binding on the company and its shareholders, directors, supervisors and senior officers.

(Relevant articles: )

 

 Article 12 A company's business scope shall be defined in its articles of association and shall be registered in 
accordance with the law. A company may change its business scope by amending its articles of association, 
provided that it shall go through the formalities for registration of changes.

 Where the business scope of a company includes any item subject to approval pursuant to any law or 
administrative regulation, the approval shall be obtained in accordance with the law.

 

 Article 13 The legal representative of a company shall be the chairman of its board of directors, its executive 
director or its manager in accordance with the articles of association of the company, and shall be registered as 
such in accordance with the law. In the event of a change of the legal representative of the company, the company 
shall go through the formalities for registration of the change.

(Relevant articles: )
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 Article 14 A company may set up branches. To set up a branch, the company shall file a registration application 
with the company registration [*9]  authority to obtain a business license. A branch shall not enjoy the status of a 
legal person and its civil liabilities shall be borne by the company.

 A company may establish subsidiaries which enjoy the status of legal persons and shall independently bear their 
own civil liabilities in accordance with the law.

(Relevant articles: )

 

 Article 15 A company may invest in other enterprises. However, unless otherwise provided for in any law, a 
company shall not become a capital contributor that shall be jointly and severally liable for the debts of an 
enterprise so invested in.

 

 Article 16 Where a company intends to invest in any other enterprise or provide a guaranty for any other person, a 
resolution shall be passed, pursuant to the company's articles of association, by the company's board of directors, 
board of shareholders or general meeting. Where the articles of association prescribe any limit on the total amount 
of investments or guaranties allowed, or on the amount of a single investment or guaranty allowed, the said total 
amount or amount shall not exceed the limits prescribed.

 Where a company intends to provide a guaranty for any shareholder or actual controller of the [*10]  company, a 
resolution shall be passed by the board of shareholders or general meeting.

 No shareholder referred to in the preceding paragraph or under the control of the actual controller referred to in the 
preceding paragraph shall participate in voting on any matter described in the preceding paragraph. Any such 
resolution shall be passed by a majority vote from the other shareholders attending the meeting.

(Relevant articles: )

 

 Article 17 A company shall protect the legitimate rights and interests of its employees, enter into employment 
contracts with its employees in accordance with the law, purchase social insurance for employees, and strengthen 
labor protection so as to ensure work safety.

 A company shall, through various means, enhance the professional education and in-service training of its 
employees so as to improve their quality as employees.

 

 Article 18 The employees of a company shall, in accordance with the of the People's Republic of China, organize a 
labor union, which shall carry out labor union activities and safeguard the legitimate rights and interests of the 
employees. The company shall provide the necessary conditions for its labor union to carry out its [*11]  activities. 
The labor union shall, on behalf of the employees, enter into collective contracts with the company with respect to 
matters such as remuneration, working hours, welfare, insurance, and work safety and sanitation of the employees 
in accordance with the law.

 In accordance with the Constitution and other relevant laws, a company shall practice democratic management 
through the employee representatives' assembly or otherwise.

 When making a decision on company restructuring or any important issue relating to its business operations, or 
formulating any important rule or regulation, a company shall take into account the opinions of its labor union, and 
the opinions and proposals of its employees through the employee representatives' assembly or otherwise.

 

 Article 19 Organizations of the Communist Party of China shall, in accordance with the Constitution of the 
Communist Party of China, be set up in companies and shall carry out Party activities. Companies shall provide the 
necessary conditions to facilitate the Party activities.
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 Article 20 The shareholders of a company shall abide by laws, administrative regulations and articles of association 
and exercise shareholders'  [*12]  rights in accordance with the law. They shall neither damage the interests of the 
company or other shareholders by abusing shareholders' rights nor damage the interests of any creditor of the 
company by abusing the company's independent status as a legal person or the limited liability of shareholders.

 Any shareholder of a company who causes any loss to the company or to other shareholders by abusing 
shareholders' rights shall be liable for compensation in accordance with the law.

 Where any of the shareholders of a company evades the payment of debts by abusing the company's independent 
status as a legal person or the limited liability of shareholders, thereby seriously damaging the interests of any 
creditor of the company, it shall be jointly and severally liable for the debts of the company.

 

 Article 21 No controlling shareholder, actual controller, director, supervisor or senior officer of a company may 
damage the interests of the company by taking advantage of his/its affiliated relation.

 Any person who causes any loss to the company by violating the preceding paragraph shall be liable for 
compensation.

(Relevant articles: )

 

 Article 22 Any resolution of the board of shareholders [*13]  or general meeting, or board of directors of a company 
that violates any law or administrative regulation shall be null and void.

 Where the procedures for calling a meeting of the board of shareholders or general meeting, or a meeting of the 
board of directors, or the voting method used therein violates any law, administrative regulation or the company's 
articles of association, or where any resolution violates the company's articles of association, the shareholders may, 
within 60 days as of the date on which the resolution is passed, petition a people's court to nullify it.

 Where the shareholders initiate a lawsuit under the preceding paragraph, the people's court may, at the request of 
the company, require the shareholders to provide a corresponding guaranty.

 Where a company has, according to a resolution of the board of shareholders or general meeting, or board of 
directors, gone through the formalities for registration of changes, and a people's court declares the resolution null 
and void or strikes out the resolution, the company shall file an application with the company registration authority 
for cancellation of the change registration.

(Relevant articles: )

 

 Chapter II [*14]  Establishment and Organizational Structure of a Limited Liability Company

 

 Section 1 Establishment

 

 Article 23 To establish a limited liability company, the following conditions shall be met:

 1. the number of shareholders constitutes a quorum;

 2. the company has capital contributions in compliance with the articles of association of the related company 
which are subscribed for by all shareholders;

 3. the articles of association are formulated collectively by shareholders;

 4. the company has a name and an organizational structure that complies with the requirements for limited liability 
companies; and

 5. the company has a domicile.

 

 Article 24 A limited liability company shall be funded and established by no more than 50 shareholders.
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 Article 25 The articles of association of a limited liability company shall include the following items:

 1. the name and domicile of the company;

 2. the business scope of the company;

 3. the registered capital of the company;

 4. the names of the shareholders;

 5. the forms, amounts and dates of capital contributions made by the shareholders;

 6. the institutions of the company and their establishment, functions and powers and rules of [*15]  procedure;

 7. the legal representative of the company; and

 8. any other matter deemed necessary by the board of shareholders of the company.

 The shareholders shall affix their signatures or seals on the articles of association of the company.

(Relevant articles: )

 

 Article 26 The registered capital of a limited liability company shall be the total capital contributions subscribed for 
by all the shareholders as registered with the company registration authority.

 Where the paid-in registered capital and the minimum registered capital for limited liability companies are otherwise 
provided for in any other laws, administrative regulations and decisions of the State Council, the relevant provisions 
shall prevail.

 

 Article 27 A shareholder may contribute capital in cash, in kind or with intellectual property rights, land use rights or 
other non-monetary assets the value of which may be assessed in financial terms and the ownership of which may 
be transferred in accordance with the law, except for those assets that shall not be used as capital contributions 
under any other law or administrative regulation.

 The value of any non-financial asset used as capital contribution shall be [*16]  assessed and verified, and shall not 
be overestimated or underestimated. Any law or administrative regulation that provides for the assessment of 
values shall be followed.

(Relevant articles: )

 

 Article 28 Each shareholder shall within the prescribed time limit fully pay in the capital contribution it subscribes for 
as stipulated in the articles of association. A shareholder making capital contribution in cash shall deposit the capital 
contribution in full in a bank account opened by the limited liability company. A shareholder making capital 
contribution with non-monetary assets shall complete the transfer procedures for the relevant property rights in 
accordance with the law.

 Where any shareholder fails to make a capital contribution in the manner as specified in the preceding paragraph, 
the relevant shareholder shall not only make full payment to the company but shall also be liable for breach of 
contract to shareholders who have paid their capital contributions in full on time.

(Relevant articles: )

 

 Article 29 After shareholders subscribe for the full amount of capital contributions as provided for by the articles of 
association, the representative designated by the shareholders [*17]  or the agent appointed by the shareholders 
shall submit such documents as a company registration application and articles of association to the company 
registration authority for registration of establishment.

 

 Article 30 After the incorporation of a limited liability company, in the event that the actual value of non-monetary 
assets as capital contributions for its incorporation is found to be notably lower than the value specified in the 
articles of association of the company, the shortfall shall be made up for by the shareholder or shareholders who 
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contributed that capital, and the other shareholders of the company at the time of incorporation shall be jointly and 
severally liable therefor.

 

 Article 31 Following the incorporation of a limited liability company, each shareholder shall be issued with a capital 
contribution certificate, which shall specify the following items:

 1. the name of the company;

 2. the date of incorporation of the company;

 3. the registered capital of the company;

 4. the name of the shareholder, and the amount and date of its capital contribution; and

 5. the serial number and date of issue of the capital contribution certificate.

 The capital contribution [*18]  certificate shall bear the seal of the company.

 

 Article 32 A limited liability company shall prepare a register of members, which shall record the following items:

 1. the name and domicile of each shareholder;

 2. the capital contribution made by each shareholder; and

 3. the serial number of each capital contribution certificate.

 The shareholders recorded in the register of members may, pursuant to the register of members, claim and 
exercise shareholders' rights.

 A company shall register the name of each shareholder with the company registration authority. The company shall 
handle the registration of change in the event of any change in the registered details. Any registration detail that 
fails to be registered or amended shall not be valid against any third party.

(Relevant articles: )

 

 Article 33 Any shareholder is entitled to consult and copy the articles of association, minutes of meetings of the 
board of shareholders, resolutions of meetings of the board of directors, resolutions of meetings of the board of 
supervisors and financial reports.

 Any shareholder may request to consult the accounting books of the company. Where a shareholder requests to 
consult the accounting [*19]  books of the company, a written request shall be submitted to the company, stating the 
purpose thereof. Where the company, for any justifiable reason, considers that the shareholder's request for 
consultation of the accounting books is made for any improper purpose and may impair the legitimate interests of 
the company, the company may decline the shareholder's request and shall, within 15 days as of the date on which 
the shareholder submits the written request, issue the shareholder with a written reply, stating the reasons therefor. 
Where a company declines the request of any shareholder for consultation of the company's accounting books, the 
shareholder may request a people's court to require the company to allow the consultation sought.

 

 Article 34 Shareholders shall draw dividends in proportion to their actual capital contributions and when a company 
increases its capital, shall have a pre-emptive right to subscribe for the increased capital in proportion to their actual 
capital contributions, unless otherwise agreed by the shareholders.

 

 Article 35 No shareholder shall withdraw its capital contribution following the incorporation of the company.

 

 Section 2 Organizational [*20]  Structure
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 Article 36 The board of shareholders of a limited liability company shall consist of all its shareholders. The board of 
shareholders is the highest authoritative body of the company and shall exercise its functions and powers in 
accordance with the Law.

(Relevant articles: )

 

 Article 37 The board of shareholders shall exercise the following functions and powers:

 1. determine the company's operational guidelines and investment plans;

 2. elect and replace non-employee representative directors and supervisors and determine matters relating to their 
remunerations;

 3. deliberate on and approve reports of the board of directors;

 4. deliberate on and approve reports of the board of supervisors or of the supervisor(s);

 5. deliberate on and approve annual budgets and final accounts of the company;

 6. deliberate on and approve the company's profit distribution plans and loss recovery plans;

 7. make resolutions on any increase or reduction of the company's registered capital;

 8. make resolutions on the issuance of corporate bonds;

 9. make resolutions on any combination, division, dissolution, liquidation or transformation of the company;

 10. revise the articles of association [*21]  of the company; and

 11. any other function or power specified in the articles of association.

 In respect of any of the matters listed in the preceding paragraph, where the shareholders have unanimously 
agreed in writing, a decision may be made directly without convening a meeting of the board of shareholders and 
the decision document shall bear the signatures or seals of all the shareholders.

(Relevant articles: )

 

 Article 38 The first meeting of the board of shareholders shall be convened and presided over by the shareholder 
with the largest capital contribution, and shall exercise its functions and powers in accordance with the Law.

 

 Article 39 Meetings of the board of shareholders shall be classified into regular meetings and interim meetings.

 Regular meetings shall be held on time as prescribed in the company's articles of association. An interim meeting 
shall be held where it is proposed by shareholders representing one tenth or more of the voting rights, by one third 
or more of the directors or by the board of supervisors or, where there is no board of supervisors, by a supervisor of 
the company.

 

 Article 40 Where a limited liability company has established the board [*22]  of directors, a meeting of the board of 
shareholders shall be convened by the board of directors and presided over by the chairman of the board of 
directors. Where the chairman is unable or fails to perform his duties, the deputy chairman of the board of directors 
shall preside over the meeting. Where the deputy chairman of the board of directors is unable or fails to perform his 
duties, a director shall be nominated by a majority of the directors to preside over the meeting.

 Where a limited liability company has no board of directors, meetings of the board of shareholders shall be 
convened and presided over by the executive director.

 Where the board of directors or the executive director is unable or fails to fulfill its or his duty to convene a meeting 
of the board of shareholders, the board of supervisors or, where there is no board of supervisors, a supervisor of 
the company shall convene and preside over the meeting. Where the board of supervisors or supervisor does not 
convene or preside over such a meeting, shareholders representing one tenth or more of the voting rights may 
convene and preside over the meeting on their own initiative.
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 Article 41 Unless otherwise specified [*23]  in the articles of association or otherwise agreed by all shareholders, a 
notice of the meeting of the board of shareholders shall be given to shareholders 15 days in advance of the 
meeting.

 Minutes shall be taken of decisions made on matters discussed at the meeting of the board of shareholders and 
shall be signed by shareholders who attend the meeting.

 

 Article 42 Unless otherwise specified in a company's articles of association, shareholders shall exercise their voting 
rights at meetings of the board of shareholders in proportion to their respective capital contributions.

(Relevant articles: )

 

 Article 43 Unless otherwise provided in the Law, methods of deliberation and voting procedures of the board of 
shareholders shall be specified by a company's articles of association.

 Any resolution made at the meeting of the board of shareholders on any revision to the company's articles of 
association, any increase or reduction of its registered capital, or any combination, division, dissolution or 
transformation of the company must be passed by shareholders representing two thirds or more of the voting rights.

(Relevant articles: )

 

 Article 44 Except otherwise provided in Article [*24]  50 of the Law, the board of directors of a limited liability 
company shall comprise three to 13 members.

 Where a limited liability company is established by two or more state-owned enterprises or two or more other state-
owned investment entities, the board of directors shall include employee representatives of the company. The 
board of directors of any other limited liability company may include employee representatives of the company. 
Employee representatives to serve as members of the board of directors shall be democratically elected by the 
employees of the company through the employee representatives' assembly, the employees' assembly or 
otherwise.

 The board of directors shall have a chairman and may have deputy chairmen. The method of appointment of the 
chairman and deputy chairmen shall be specified by the articles of association.

 

 Article 45 The term of office of directors shall be specified by the articles of association, but in any case shall not 
exceed three years. Any director may, upon the expiration of his term of office, hold the directorship in consecutive 
terms if re-elected.

 Where the re-election of directors is not held in time after the term of office of the [*25]  existing directors has 
expired, or where the number of members of the board of directors falls below the quorum due to the resignation of 
any director during his term of office, the original director shall, before the newly-elected director assumes his post, 
carry out duties as a director in accordance with the laws, administrative regulations and articles of association.

 

 Article 46 The board of directors shall be responsible to the board of shareholders and shall exercise the following 
functions and powers:

 1. convene meetings of the board of shareholders and report to the board of shareholders on its work;

 2. execute resolutions of the board of shareholders;

 3. determine the company's operational plans and investment plans;

 4. formulate the company's annual budgets and final accounts;

 5. formulate the company's profit distribution plans and loss recovery plans;

 6. formulate the company's plans on the increase or reduction of its registered capital and on the issuance of 
corporate bonds;

 7. formulate the company's plans on the combination, division, dissolution or transformation of the company;
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 8. make decisions on the establishment of the company's internal management [*26]  departments;

 9. make decisions on the appointment or dismissal of the company's manager and his remuneration, and, 
according to the nomination by the manager, make decisions on the appointment or dismissal of any deputy 
manager and financial principal and their remunerations;

 10. develop the company's basic management system; and

 11. any other function or power specified in the articles of association.

(Relevant articles: )

 

 Article 47 A meeting of the board of directors shall be convened and presided over by the chairman of the board of 
directors. Where the chairman of the board of directors is unable or fails to perform his duties, the meeting shall be 
convened and presided over by the deputy chairman of the board of directors. Where the deputy chairman of the 
board of directors is unable or fails to perform his duties, the meeting shall be convened and presided over by a 
director nominated by a majority of the directors.

 

 Article 48 Unless otherwise provided in the Law, methods of deliberation and voting procedures of the board of 
directors shall be specified by the company's articles of association.

 The board of directors shall take minutes of decisions made on matters [*27]  discussed at its meetings. Directors 
who attend the meeting shall sign on the minutes.

 Each director shall have one vote for voting on resolutions of the board of directors.

 

 Article 49 A limited liability company may have a manager, who shall be appointed or dismissed by its board of 
directors. The manager shall be responsible to the board of directors and shall exercise the following functions and 
powers:

 1. oversee the production and business operations of the company and organize the implementation of the 
resolutions of the board of directors;

 2. organize the implementation of the company's annual operational plans and investment plans;

 3. draw up plans on the establishment of the company's internal management departments;

 4. draw up the company's basic management system;

 5. formulate the company's specific rules and regulations;

 6. propose the appointment or dismissal of the company's any deputy manager and financial principal;

 7. decide on the appointment or dismissal of executive personnel other than those whose appointment or dismissal 
is to be decided by the board of directors; and

 8. any other function or power conferred on the manager by the board of directors.

 [*28]  Where the functions and powers of the manager are otherwise provided in the articles of association, the 
articles of association shall prevail.

 The manager shall attend meetings of the board of directors as a non-voting attendee.

(Relevant articles: )

 

 Article 50 Limited liability companies with a smaller number of shareholders or those of a smaller scale may have 
an executive director without setting up the board of directors. The executive director may concurrently hold the 
post of a company manager.

 The functions and powers of the executive director shall be specified by the articles of association.
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 Article 51 A limited liability company shall have the board of supervisors composed of no less than three members. 
Limited liability companies with a smaller number of shareholders or those of a smaller scale may have one to two 
supervisors without setting up the board of supervisors.

 The board of supervisors shall include shareholders' representatives and an appropriate proportion of employee 
representatives which shall not be less than one third of the members of the board of supervisors, the specific 
proportion of which shall be prescribed by the articles of association.  [*29]  Employee representatives to serve as 
members of the board of supervisors shall be democratically elected by the employees of the company through the 
employee representatives' assembly, the employees' assembly or otherwise.

 The board of supervisors shall have a chairman, who shall be elected by a majority of the supervisors. The 
chairman of the board of supervisors shall convene and preside over meetings of the board of supervisors. Where 
the chairman of the board of supervisors is unable or fails to perform his duties, a supervisor nominated by a 
majority of the supervisors shall convene and preside over meetings of the board of supervisors.

 No director or senior officer of the company may concurrently serve as a supervisor.

 

 Article 52 The term of office of a supervisor shall be three years. Any supervisor may, upon the expiration of his 
term of office, hold the supervisor's post in consecutive terms if re-elected.

 Where the re-election of a supervisor is not held in time after the expiration of the term of office of the existing 
supervisor, or where the number of members of the board of supervisors falls below the quorum due to the 
resignation of any supervisor during his  [*30]  term of office, the original supervisor shall, before the newly-elected 
supervisor assumes his post, carry out duties as a supervisor in accordance with the relevant laws, administrative 
regulations and articles of association.

 

 Article 53 The board of supervisors or, where there is no board of supervisors, the supervisor(s) of a company shall 
exercise the following functions and powers:

 1. inspect the financial affairs of the company;

 2. supervise performance of the directors and senior officers of their respective company duties and propose the 
removal of any director or senior officer who violates any law, administrative regulation, the articles of association or 
any resolution of the board of shareholders;

 3. require any director or senior officer to take corrective action where his actions damage the interests of the 
company;

 4. propose the holding of interim meetings of the board of shareholders and convene and preside over meetings of 
the board of shareholders where the board of directors does not exercise its duties in this regard as prescribed in 
the Law;

 5. put forward proposals at meetings of the board of shareholders;

 6. initiate lawsuits against a director or senior [*31]  officer in accordance with Article 151 of the Law; and

 7. any other function or power specified in the articles of association.

(Relevant articles: )

 

 Article 54 Supervisors may attend meetings of the board of directors as non-voting attendees, and may raise 
questions or put forward suggestions about matters to be decided by the board of directors.

 The board of supervisors or, where there is no board of supervisors, the supervisors of a company find that the 
company is running abnormally, they may commence an investigation. Where necessary, they may, at the 
company's expense, hire an accounting firm to assist with the investigation.

 

 Article 55 The board of supervisors shall hold at least one meeting a year. Any supervisor may propose an interim 
meeting of the board of supervisors.
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 Unless otherwise specified in the Law, the methods of deliberation and voting procedures of the board of 
supervisors shall be specified by the articles of association.

 A resolution of the board of supervisors shall be passed by a majority of supervisors.

 The board of supervisors shall take minutes of decisions made on matters discussed at its meetings, and the 
minutes shall be signed by the supervisors [*32]  attending the meetings.

 

 Article 56 All expenses necessarily incurred by the board of supervisors or, where there is no board of supervisors, 
supervisor(s) of a company in the performance of their functions and powers shall be borne by the company.

 

 Section 3 Special Provisions on Single Shareholder Limited Liability Companies

 

 Article 57 The provisions of this Section shall apply to the establishment and organizational structure of a single 
shareholder limited liability company. Any matter not covered by this Section shall be governed by the provisions of 
Sections 1 and 2 of this Chapter.

 For the purpose of the Law, the term "single shareholder limited liability company" refers to a limited liability 
company with only one natural or legal person as a shareholder.

 

 Article 58 Any natural person may only establish one single shareholder limited liability company. Such single 
shareholder limited liability company shall not establish a new single shareholder limited liability company.

 

 Article 59 The company registration and business license of a single shareholder limited liability company shall 
both clearly indicate whether the company is funded by a natural or legal person.

 [*33]   

 Article 60 The articles of association of a single shareholder limited liability company shall be formulated by the 
shareholder.

 

 Article 61 A single shareholder limited liability company shall have no board of shareholders. Where the 
shareholder makes a decision on any of the matters listed in Paragraph 1 of Article 37 of the Law, it shall be 
recorded in writing, signed by the shareholder and kept in the company.

(Relevant articles: )

 

 Article 62 The financial reports of a single shareholder limited liability company shall be prepared at the end of 
each financial year and shall be audited by an accounting firm.

 

 Article 63 Where the shareholder of a single shareholder limited liability company is unable to prove that the 
property of the company is independent of the shareholder's own property, the shareholder shall be jointly and 
severally liable for the debts of the company.

 

 Section 4 Special Provisions on Wholly State-owned Companies

 

 Article 64 The provisions of this Section shall apply to the establishment and organizational structure of wholly 
state-owned companies. Any matter not covered by this Section shall be governed by the provisions of Sections 1 
and 2 of [*34]  this Chapter.

 For the purpose of the Law, the term "wholly state-owned company" refers to a limited liability company solely 
invested in by the State and for which the State Council or the local people's government has authorized the state-
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owned assets supervision and administration institution of the people's government at the same level to act as 
capital contributor.

 

 Article 65 The articles of association of a wholly state-owned company shall be formulated by the state-owned 
assets supervision and administration institution, or shall be drafted by the board of directors and submitted to the 
state-owned assets supervision and administration institution for approval.

 

 Article 66 Wholly state-owned companies shall have no board of shareholders. The state-owned assets 
supervision and administration institution shall exercise the functions and powers of the board of shareholders. The 
state-owned assets supervision and administration institution may authorize the company's board of directors to 
exercise some of the functions and powers of the board of shareholders and decide important matters of the 
company, other than those relating to the combination, division or dissolution of [*35]  the company, the increase or 
reduction of its registered capital or the issuance of corporate bonds, which must be decided by the state-owned 
assets supervision and administration institution. Specifically, the combination, division, dissolution or petition for 
bankruptcy of an important wholly state-owned company shall be examined by the state-owned assets supervision 
and administration institution and shall then be submitted to the people's government at the same level for approval.

 For the purpose of the preceding paragraph, the term "important wholly state-owned company" shall be determined 
in accordance with the State Council's provisions.

(Relevant articles: )

 

 Article 67 A wholly state-owned company shall have a board of directors, which shall exercise its functions and 
powers in accordance with Articles 46 and 66 of the Law. The term of office of its directors shall not exceed three 
years. The board of directors shall include employee representatives of the company.

 The members of the board of directors shall be appointed by the state-owned assets supervision and 
administration institution, except for employee representatives, who shall be elected through the employee  [*36]  
representatives' assembly of the company.

 The board of directors shall have a chairman and may have deputy chairmen. The chairman and deputy chairmen 
shall be designated by the state-owned assets supervision and administration institution from among the members 
of the board of directors.

 

 Article 68 A wholly state-owned company shall have a manager, who shall be appointed or dismissed by the board 
of directors. The manager shall exercise his functions and powers in accordance with Article 49 of the Law.

 Subject to the consent of the state-owned assets supervision and administration institution, a member of the board 
of directors may concurrently hold the post of a manager.

 

 Article 69 The chairman and deputy chairmen of the board of directors, directors and senior officers of a wholly 
state-owned company are prohibited from holding concurrent posts in other limited liability companies, joint stock 
limited companies or business entities unless with the consent of the state-owned assets supervision and 
administration institution.

 

 Article 70 The board of supervisors of a wholly state-owned company shall comprise at least five members. 
Specifically, employee representatives shall [*37]  constitute no less than one third, the specific proportion of which 
shall be prescribed by the company's articles of association.

 Other than employee representatives who shall be elected through the employee representatives' assembly of the 
company, the members of the board of supervisors shall be appointed by the state-owned assets supervision and 
administration institution. The chairman of the board of supervisors shall be designated by the state-owned assets 
supervision and administration institution from among the members of the board of supervisors.
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 The board of supervisors shall exercise the functions and powers set out in Items 1 to 3 of Article 53 of the Law 
and any other function or power prescribed by the State Council.

 

 Chapter III Transfer of Stock Rights in Limited Liability Companies

 

 Article 71 Stock rights of the shareholders in a limited liability company may be transferred among the shareholders 
in whole or in part.

 Where any shareholder proposes transferring his/its stock rights to any person other than the shareholders, any 
such proposal shall be subject to the consent of a majority of the other shareholders. The relevant shareholder shall 
give the other [*38]  shareholders a written notice of the details of the proposed transfer of stock rights and seek 
their consent. Any of the other shareholders who fails to respond within 30 days upon receipt of the written notice 
shall be deemed to have consented to the transfer. Where a majority of the other shareholders whose consent is 
sought disagree with the proposed transfer, the shareholders who disagree with the proposed transfer shall 
purchase the stock rights to be transferred. In the event that they refuse to purchase the stock rights in question, 
they shall be deemed to have consented to the transfer.

 Under the same conditions, the other shareholders shall have the right of first refusal for the purchase of the stock 
rights to be transferred upon their consent. Where two or more shareholders exercise such a right of first refusal, 
they shall determine their respective purchase percentages by negotiation, failing which they shall exercise the right 
of first refusal in proportion to their respective capital contributions at the time of transfer.

 Where there any provisions regarding the transfer of stock rights in the articles of association, such provisions shall 
prevail.

(Relevant articles:  [*39]  )

 

 Article 72 Where a people's court transfers the stock rights of a shareholder pursuant to a mandatory enforcement 
procedure provided by law, it shall notify the company and all shareholders of the right of first refusal enjoyed by 
other shareholders under the same conditions. Any other shareholder's failure to exercise such a right of first 
refusal within 20 days upon receipt of a notice from the court shall be deemed as a waiver of the right of first 
refusal.

 

 Article 73 Where any transfer of stock rights is made in accordance with Article 71 or 72 of the Law, the company 
shall cancel the capital contribution certificate of the original shareholder, issue a capital contribution certificate to 
the new shareholder and modify its records of shareholders and their capital contributions in the articles of 
association and register of members. No vote of the board of shareholders is required to modify the articles of 
association due to such a transfer of stock rights.

 

 Article 74 Under any of the following circumstances, any shareholder who votes against the relevant resolution of 
the board of shareholders may require the company to purchase his/its stock rights at a reasonable [*40]  price:

 1. where the company has not distributed any profits to the shareholders for five consecutive years but has made 
profits during such period and conforms to the profit distribution requirements of the Law;

 2. in the event of any combination, division, or transfer of the principal assets of the company; or

 3. where the business term specified in the articles of association expires or any of the other grounds for 
dissolution prescribed in the articles of association is satisfied, and the meeting of the board of shareholders makes 
the company continue exist by modifying the articles of association through adopting a resolution.

 Where the relevant shareholder and the company fail, within 60 days of the date on which the relevant resolution is 
adopted at the meeting of the board of shareholders, to reach an agreement on the purchase of stock rights, the 
shareholder may initiate a legal action in the people's court within 90 days of the date on which the resolution is 
adopted at the meeting of the board of shareholders.
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(Relevant articles: )

 

 Article 75 Unless otherwise provided for in the articles of association, the lawful successor of a natural person may 
assume the qualifications [*41]  of shareholders following that person's death.

(Relevant articles: )

 

 Chapter IV Establishment and Organizational Structure of a Joint Stock Limited Company

 

 Section 1 Establishment

 

 Article 76 A joint stock limited company shall:

 1. have the minimum number of promoters required by law;

 2. have total share capital or total paid-in capital subscribed for and raised by all promoters in compliance with the 
articles of association;

 3. issue its shares and make preparations according to the law;

 4. have its articles of association formulated by its promoters and adopted at the establishment meeting of the 
company in case of a joint stock limited company founded by stock floatation;

 5. have a name and organization structure that complies with that of a joint stock limited company; and

 6. have a corporate domicile.

 

 Article 77 A joint stock limited company may be established either by way of promotion or by way of stock flotation.

 Establishment of a company by way of promotion refers to that the promoters establish a company by subscribing 
for all the shares to be issued by the company.

 Establishment of a company by way of stock flotation refers to that the promoters establish [*42]  a company by 
subscribing for some of the shares to be issued by the company and offer the remaining shares to the general 
public or to particular classes of investor.

 

 Article 78 A joint stock limited company shall have no less than two and no more than 200 promoters, of whom a 
majority shall be domiciled within the territory of China.

(Relevant articles: )

 

 Article 79 The promoters of a joint stock limited company shall carry out all necessary preliminary procedures 
relating to the establishment of the company.

 The promoters shall conclude a promoters' agreement clarifying their respective rights and obligations during the 
course of establishing the company.

(Relevant articles: )

 

 Article 80 Where a joint stock limited company is established by way of promotion, its registered capital shall be the 
total share capital subscribed for by all of its promoters as recorded in the company registration authority. No 
shares shall be offered to any other person before the shares subscribed for by the promoters are paid up.

 Where a joint stock limited company is established by way of stock flotation, its registered capital shall be the total 
paid-in capital as recorded in the company [*43]  registration authority.
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 Where otherwise provided for in any other laws, administrative regulations and decisions of the State Council in 
respect of the actual paid-in registered capital and the minimum registered capital for joint stock limited companies, 
the provisions thereof shall prevail.

 

 Article 81 The articles of association of a joint stock limited company shall specify the following matters:

 1. the name and address of the company;

 2. the business scope of the company;

 3. the form of company establishment;

 4. the total number of shares, the par value per share, and the amount of registered capital of the company;

 5. the name of each promoter, the number of shares each promoter has subscribed for, and the form and date of 
capital contributions made;

 6. the rules relating to the composition, functions and powers and rules of procedure of the board of directors;

 7. the legal representative of the company;

 8. the composition, functions and powers and rules of procedure of the board of supervisors;

 9. the procedures for the distribution of company profits;

 10. the grounds for dissolution of the company and liquidation procedures;

 11. the procedures for issuing [*44]  company notices or public announcements; and

 12. any other matter deemed necessary by the general meeting.

(Relevant articles: )

 

 Article 82 The form of capital contributions made by promoters shall be governed by the provisions of Article 27 of 
the Law.

 

 Article 83 Where a joint stock limited company is established by way of promotion, the promoters shall fully 
subscribe in writing for the shares and pay the corresponding capital provided for in its articles of association. In the 
case of capital contributions made with non-monetary assets, the promoters shall go through the relevant 
procedures for the transfer of property rights in accordance with the law.

 Any promoter who fails to make capital contributions in accordance with the provisions of the preceding paragraph 
shall be liable for breach of contract in accordance with the promoters' agreement.

 After promoters subscribe for all the capital contributions as provided for by the articles of association of the 
company, they shall elect the board of directors and the board of supervisors. The board of directors shall submit 
such documents as the articles of association and any other documents provided for by laws and 
administrative [*45]  regulations to the company registration authority for registration of establishment.

(Relevant articles: )

 

 Article 84 The promoters of a joint stock limited company established by way of stock flotation shall subscribe for 
no less than 35% of the total shares unless otherwise required by any law or administrative regulation.

 

 Article 85 In any public offer of shares, the promoters shall issue a prospectus and prepare application for shares. 
The application for shares shall include the items listed in Article 86, and a subscriber shall indicate the number of 
and total consideration to be paid for the shares he subscribes for, and shall note his address and affix his signature 
or seal thereon. A subscriber shall pay for the number of shares he has subscribed for.

(Relevant articles: )
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 Article 86 Any prospectus issued shall be accompanied by the articles of association as formulated by the 
promoters and shall include the following details:

 1. the number of shares subscribed for by the promoters;

 2. the par value and issue price per share;

 3. the total number of bear shares issued;

 4. the purposes of proceeds;

 5. the rights and obligations of subscribers; and

 6. the offer [*46]  period and a statement that subscribers may withdraw their subscriptions in the event that the 
offer is under-subscribed at the close of the offer period.

(Relevant articles: )

 

 Article 87 A public offer of shares shall be underwritten by a lawfully established securities company and an 
underwriting agreement shall be concluded thereon.

 

 Article 88 The promoters of any public offer of shares shall sign an agreement with a bank on the collection of 
payments for shares on behalf of the company.

 The receiving bank appointed shall receive and hold as agent payments made for shares in accordance with the 
agreement, issue receipts to subscribers who make payments, and shall be obliged to produce evidence 
demonstrating the receipt of payments to the relevant departments.

 

 Article 89 Where full payment has been made for any public offer of shares, the subscriptions shall be verified and 
certified by a lawfully established capital verification institution. The promoters shall hold a company establishment 
meeting composed of the promoters and subscribers within 30 days of receipt of all subscriptions.

 In the event that shares offered to the public are not fully subscribed for within [*47]  the offer period disclosed in 
the prospectus, or the promoters fail to hold an establishment meeting within 30 days of receipt of all subscriptions, 
the subscribers may require the promoters to refund their subscriptions and pay interest calculated at the bank 
deposit interest rate for the relevant period.

(Relevant articles: )

 

 Article 90 The promoters shall notify each subscriber of or publicly announce the date of the establishment meeting 
no less than 15 days in advance of the establishment meeting. The establishment meeting may not be held unless 
promoters and subscribers representing a majority of the total shares attend. The establishment meeting shall:

 1. deliberate the report on pre-establishment activities prepared by the promoters;

 2. adopt the Articles of association;

 3. elect members of the board of directors;

 4. elect members of the board of supervisors;

 5. verify expenses incurred in establishing the company;

 6. verify the value of any asset contributed by the promoters by way of capital contribution; and

 7. in the event of any force majeure or material change in operating conditions that may affect the establishment of 
the company, consider adopting a resolution [*48]  not to establish the company.

 Any resolution made at the establishment meeting on any of the matters described in the previous paragraph 
requires an affirmative vote passed by subscribers representing a majority of the votes of those attending the 
meeting.

(Relevant articles: )
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 Article 91 Promoters and subscribers shall not withdraw any share capital after they paid the stock capital or made 
contributions for setting off the stock capital unless the offer is not fully subscribed for within the offer period; the 
promoters fail to convene the establishment meeting within the relevant time limit, or the establishment meeting has 
resolved not to establish the company.

 

 Article 92 The board of directors shall, within 30 days of the conclusion of the establishment meeting, submit the 
following documents to the company registration authority to apply for registration:

 1. an application for company registration;

 2. the minutes of the establishment meeting;

 3. the articles of association;

 4. a capital verification certificate;

 5. the appointment documents and identification of the legal representative, directors and supervisors;

 6. documents evidencing the legal person or natural [*49]  person status of the promoters; and

 7. proof of the corporate domicile.

 A joint stock limited company established by way of stock flotation that makes a public offer of its stock shall, in 
addition to the documents referred to above, submit to the company registration authority the approval documents 
issued by the securities regulatory institution under the State Council.

 

 Article 93 Following the establishment of a joint stock limited company, any promoter who fails to make full 
payment for capital contributions as stipulated in the articles of association shall pay the outstanding amount, failing 
which, other promoters shall be jointly and severally liable for the shortfall.

 Following the establishment of a joint stock limited company, where it is found that the actual value of any non-
financial asset used as a capital contribution for the establishment of the company is clearly lower than its value as 
stipulated in the articles of association, the promoter who made the capital contribution shall make up the shortfall, 
failing which, other promoters shall be jointly and severally liable for the shortfall.

 

 Article 94 The promoters of a joint stock limited company shall be [*50]  liable as follows:

 1. in the event that the company is not established, the promoters shall be jointly and severally liable for the debts 
and expenses incurred in pre-establishment activities;

 2. in the event that the company is not established, the promoters shall be jointly and severally liable for refunding 
the paid-in capital of the subscribers plus interest thereon calculated at the bank interest rate for the relevant period; 
and

 3. where, in the course of establishing the company, its interests are damaged due to the negligence of the 
promoters, the promoters shall be liable to compensate the company.

(Relevant articles: )

 

 Article 95 Where a limited liability company is changed into a joint stock limited company, the total amount of paid-
in capital shall be no less than its net assets, and any offer of shares to the public for the purpose of increasing the 
capital of the company shall be made in accordance with the law.

(Relevant articles: )

 

 Article 96 A joint stock limited company shall prepare and maintain on company premises its articles of association, 
register of members, corporate bond receipts, minutes of general meetings, minutes of meetings of the board 
of [*51]  directors, minutes of meetings of the board of supervisors, and financial reports.
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(Relevant articles: )

 

 Article 97 Shareholders shall be entitled to inspect the articles of association, register of members, corporate bond 
receipts, minutes of general meetings, minutes of meetings of the board of directors, minutes of meetings of the 
board of supervisors, and financial reports, and may put forward proposals and raise questions about the business 
operations of the company.

(Relevant articles: )

 

 Section 2 General Meeting

 

 Article 98 The general meeting of a joint stock limited company shall be comprised of all the shareholders. The 
general meeting shall govern the company and shall exercise its functions and powers in accordance with the Law.

(Relevant articles: )

 

 Article 99 The provisions of the Paragraph 1 of Article 37 of the Law prescribing the functions and powers of the 
board of shareholders of a limited liability company shall apply to the general meeting of a joint stock limited 
company.

(Relevant articles: )

 

 Article 100 A general meeting shall be held annually. Under any of the following circumstances, an interim general 
meeting shall be held within two months:

 [*52]  1. where the number of directors falls below two thirds of the minimum number of directors as required by the 
Law or as specified in the articles of association;

 2. where the bad debts of the company reach one third of its total paid-in capital;

 3. where it is requested by a shareholder who holds or by shareholders who together hold 10% or more of the 
company's shares;

 4. where the board of directors deems necessary;

 5. on the request of the board of supervisors; or

 6. any other circumstances specified in the articles of association.

 

 Article 101 A general meeting shall be convened by the board of directors and shall be presided over by the 
chairman of the board of directors. Where the chairman is unable or fails to perform his duties, the meeting shall be 
presided over by the deputy chairman of the board of directors. Where the deputy chairman of the board of 
directors is unable or fails to perform his duties, the meeting shall be presided over by a director nominated by a 
majority of the directors.

 Where the board of directors is unable or fails to fulfill its obligations to convene a general meeting, the board of 
supervisors shall convene and preside over the meeting.  [*53]  Where the board of supervisors does not convene 
or preside over the meeting, a shareholder who holds or shareholders who together hold 10% or more of the 
company's shares for 90 consecutive days or more may convene and preside over the meeting on his or their own 
initiative.

 

 Article 102 Shareholders shall be notified no less than 20 days in advance of a general meeting of the time and 
place of the meeting and the matters to be considered at the meeting. Shareholders shall be notified no less than 
15 days in advance of an interim general meeting. Holders of bearer shares shall be notified by way of public 
announcement no less than 30 days in advance of any general meeting of the time and place of the meeting and 
the matters to be considered at the meeting.
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 Any shareholder who holds or shareholders who together hold 3% or more of the shares of the company may put 
forward an interim proposal and submit to the board of directors for the proposal in writing ten days in advance of a 
general meeting. The board of directors shall notify other shareholders of the interim proposal within two days as of 
the receipt thereof and submit the proposal to the general meeting for consideration.  [*54]  Any interim proposal put 
forward shall fall within the purview of the general meeting and shall have clear discussion points and matters to be 
decided.

 The general meeting shall not make any resolution on any matter not listed in a notice as stipulated in either of the 
preceding two paragraphs.

 Shares of holders of bearer shares who attend the general meeting shall be kept in the company during the period 
from five days prior to the meeting until the meeting is closed.

 

 Article 103 Other than shares registered in the name of the company, which shall have no voting rights attached, 
each share shall have one vote at a general meeting.

 Any resolution proposed at a general meeting shall be adopted by an affirmative vote of shareholders representing 
a majority of the voting rights of shareholders present; however, provided that resolutions proposing any 
modification to the articles of association, or any increase or decrease of registered capital, or any resolution about 
any proposed combination, division, dissolution or transformation of the company shall be adopted by shareholders 
representing two thirds or more of the voting rights of shareholders present.

(Relevant articles: )

 [*55]   

 Article 104 The board of directors shall promptly call a general meeting to decide any important matter within the 
purview of the general meeting either in accordance with the Law or in accordance with the articles of association, 
such as any transfer of company assets, taking an assignment of any significant asset or acting as guarantor for 
any other person.

 

 Article 105 The general meeting may adopt a cumulative voting system for the election of directors and supervisors 
pursuant to the articles of association or by way of a resolution made at its meeting.

 For the purpose of the Law, the term "cumulative voting system" refers to a voting system whereby shareholders 
can multiply their voting rights by the number of candidates and cast their votes for one candidate for director or 
supervisor.

(Relevant articles: )

 

 Article 106 A shareholder may appoint a proxy to attend a general meeting. The proxy appointed shall present a 
proxy form issued by the shareholder to the company and shall exercise his voting rights within the scope of his 
authorization.

(Relevant articles: )

 

 Article 107 The general meeting shall take minutes of decisions made on matters discussed at its meetings.  [*56]  
The chair of the meeting and directors present shall sign the minutes, which shall be retained together with a list of 
signatures of shareholders present and any powers of attorney in case of proxy.

 

 Section 3 Board of Directors and Managers

 

 Article 108 A joint stock limited company shall establish the board of directors, members of which shall range from 
five to 19.
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 The board of directors may include employee representatives. Employee representatives who serve as board 
directors shall be democratically elected through the employee representatives' assembly, the employees' 
assembly or otherwise.

 The provisions of Article 45 of the Law on the term of office of the directors of a limited liability company shall apply 
to the directors of a joint stock limited company.

 The provisions of Article 46 of the Law on the functions and powers of the board of directors of a limited liability 
company shall apply to the board of directors of a joint stock limited company.

 

 Article 109 The board of directors shall elect a chairman and may elect a deputy chairman. The chairman and 
deputy chairman shall be elected by a majority of directors.

 The chairman of the board of directors shall  [*57]  call and preside over the meetings of the board of directors and 
monitor the implementation of resolutions of the board of directors. The deputy chairman shall assist the chairman 
in his responsibilities and shall perform the chairman's duties in the event that the chairman is unable or fails to 
perform his duties. Where the deputy chairman of the board of directors is unable or fails to perform his duties as 
described in this paragraph, a director nominated by a majority of directors shall perform those duties.

 

 Article 110 The board of directors shall convene no less than two meetings per year and shall notify all directors 
and supervisors no less than ten days in advance of the meeting.

 A proposal to hold an interim meeting of the board of directors may be put forward by shareholders representing 
one tenth or more of the voting rights, or by one third or more of the directors or supervisors. The chairman of the 
board of directors shall, within ten days of receiving such a proposal, call and preside over a meeting of the board of 
directors.

 Where the board of directors holds an interim meeting, it may separately decide the method of and time limit 
applicable to notifications [*58]  about meetings of the board of directors.

 

 Article 111 No meeting of the board of directors may be held unless a majority of directors are present. Any board 
resolution shall be adopted by a majority of directors.

 Each director shall have one vote in any resolution put to a vote of the board of directors.

 

 Article 112 Directors shall attend meetings of the board of directors in person. Where any director is unable to 
attend the meeting for any reason, he may issue a written proxy appointing another director to attend the meeting 
on his behalf and stating the scope of his authorization.

 The board of directors shall take minutes of decisions made on matters discussed at its meetings, which shall be 
signed by directors present.

 Directors shall be responsible for resolutions of the board of directors. Where a resolution of the board of directors 
violates any law, administrative regulation, articles of association, or any resolution of the general meeting and 
causes any serious loss to the company, the directors who participated in adopting the resolution shall compensate 
the company. Where a director is proven to have raised an objection to the relevant resolution and his 
objection [*59]  is recorded in the minutes, the director may be exempted from liability.

 

 Article 113 A joint stock limited company shall have a manager, who shall be appointed or dismissed by the board 
of directors.

 The provisions of Article 49 of the Law on the functions and powers of the manager of a limited liability company 
shall apply to the manager of a joint stock limited company.
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 Article 114 The board of directors of a company may appoint one of its members to serve concurrently as the 
manager of the company.

 

 Article 115 No company may, either directly or via any of its subsidiaries, lend money to any of its directors, 
supervisors or senior officers.

 

 Article 116 A Company shall regularly disclose the information about the remuneration it pays to its directors, 
supervisors and senior officers to its shareholders.

 

 Section 4 Board of Supervisors

 

 Article 117 A joint stock limited company shall have the board of supervisors comprised of no less than three 
members.

 The board of supervisors shall include shareholders' representatives and an appropriate proportion of employee 
representatives. The proportion of employee representatives shall be specified in the articles of association [*60]  
but in any event shall account for no less than one third of the supervisors appointed. Employee representatives 
who serve as members of the board of supervisors shall be democratically elected through the employee 
representatives' assembly, the employees' assembly or otherwise.

 The board of supervisors shall have one chairman and may have a deputy chairman. The chairman and deputy 
chairman shall elected by a majority of supervisors. The chairman of the board of supervisors shall call and preside 
over meetings of the board of supervisors. Where the chairman of the board of supervisors is unable or fails to 
perform his duties, the deputy chairman of the board of supervisors shall call and preside over meetings of the 
board of supervisors. Where the deputy chairman of the board of supervisors is unable or fails to perform his duties, 
a supervisor nominated by a majority of supervisors shall call and preside over meetings of the board of 
supervisors.

 No director or senior officer of a company may concurrently act as one of its supervisors.

 The provisions of Article 52 of the Law on the term of office of the supervisors of a limited liability company shall 
apply to the supervisors  [*61]  of a joint stock limited company.

(Relevant articles: )

 

 Article 118 The provisions of Articles 53 and 54 of the Law on the functions and powers of the board of supervisors 
of a limited liability company shall apply to the board of supervisors of a joint stock limited company.

 All necessary expenses incurred by the board of supervisors in exercising its functions and powers shall be borne 
by the company.

 

 Article 119 The board of supervisors shall hold no less than one meeting every six months. The supervisors may 
propose an interim meeting of the board of supervisors.

 Unless otherwise specified in the Law, the methods of deliberation and voting procedures of the board of 
supervisors shall be specified in the articles of association.

 A resolution of the board of supervisors shall be passed by a majority of supervisors.

 The board of supervisors shall take minutes of decisions made on matters discussed at its meetings, which shall 
be signed by all supervisors present.

 

 Section 5 Special Provisions on the Organizational Structure of a Listed Company
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 Article 120 For the purpose of the Law, the term "listed company" refers to any joint stock limited company whose 
shares are [*62]  listed and traded on a stock exchange.

 

 Article 121 Where a listed company purchases or sells any important asset or provides a guaranty for any amount 
exceeding 30% of its total assets such a transaction shall be subject to a resolution of the general meeting passed 
by shareholders representing two thirds of the voting rights of shareholders present.

(Relevant articles: )

 

 Article 122 A listed company shall have independent directors, who shall be subject to any specific measures of the 
State Council.

 

 Article 123 A listed company may have a secretary to the board of directors, who shall be responsible for preparing 
for general meetings and meetings of the board of directors, the preservation of documents, the management of 
shareholders' materials, information disclosure, and similar duties.

 

 Article 124 Where any director of a listed company is affiliated with any enterprise involved in a matter on which a 
resolution is to be made at a meeting of the board of directors, he shall not exercise his voting right on the 
resolution either on his own behalf or on behalf of any other director. Such a meeting of the board of directors may 
be held with the attendance of a majority [*63]  of unaffiliated directors, and any resolution made at the meeting of 
the board of directors shall be subject to adoption by a majority of unaffiliated directors. Where less than three 
unaffiliated directors are present at the meeting of the board of directors, the matter shall be submitted to the listed 
company's general meeting for deliberation.

 

 Chapter V Issuance and Transfer of Shares in a Joint Stock Limited Company

 

 Section 1 Issuance of Shares

 

 Article 125 The capital of a joint stock limited company shall be divided into shares of equal value.

 The shares of a company shall be represented by share certificates. A share certificate issued by the company 
shall certify ownership of one or more shares by a shareholder.

 

 Article 126 Any issuance of shares shall be conducted with fairness and impartiality.

 Shares of the same class shall have the same rights and benefits. Shares of the same class issued at the same 
time shall be issued at the same price and shall be subject to the same conditions. The price of shares purchased 
by any organization or individual shall be the same.

 

 Article 127 Shares may be issued at a price equal to or at a premium to their par value,  [*64]  but shall not be 
issued at a price below par value.

(Relevant articles: )

 

 Article 128 Share certificates shall be issued in certificated form or any other form prescribed by the securities 
regulatory institution under the State Council.

 Share certificates shall state the following principal details:

 1. the company name;

 2. the date of incorporation of the company;
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 3. the class and par value of the share certificate, and the number of shares it represents; and

 4. the serial number of the share certificate.

 Share certificates shall bear the signature of the legal representative and the seal of the company.

 Share certificates held by promoters shall be inscribed with the words "promoters' share certificate".

 

 Article 129 Share certificates issued by a company may be in registered form or bearer form.

 Share certificates issued by a company to promoters or legal persons shall be in registered form, shall state the 
relevant name of the promoter or legal person, and shall not be registered in the name of any other person or in the 
name of any representative thereof.

 

 Article 130 Any company that issues share certificates in registered form shall prepare a register of members, 
 [*65]  which shall record the following matters:

 1. the name and address of each shareholder;

 2. the number of shares held by each shareholder;

 3. the serial numbers of share certificates held by each shareholder; and

 4. the date on which each shareholder acquired his shares.

 Any company that issues share certificates in bearer form shall record the amount, serial numbers and date of 
issuance of the share certificate.

(Relevant articles: )

 

 Article 131 The State Council may separately make provisions on enterprises' offering of stocks other than those 
as stipulated by this Law.

(Relevant articles: )

 

 Article 132 A joint stock limited company shall formally deliver share certificates to its shareholders following its 
establishment and no share certificate shall be delivered to its shareholders before such establishment.

 

 Article 133 For any company that proposes to issue new shares, a resolution on the following matters shall be 
made by its general meeting:

 1. the class and number of new shares to be issued;

 2. the issue price of the new shares;

 3. the offering period for the new shares; and

 4. the class and amount of new shares to be issued to the existing shareholders.

 [*66]   

 Article 134 Where any company offers new shares to the public upon the approval of the securities regulatory 
institution under the State Council, it shall issue a new share prospectus and financial reports, and shall produce an 
application for shares.

 The provisions of Articles 87 and 88 of the Law shall apply to any public offer of new company shares.

 

 Article 135 A company that issues new shares may set the offer price according to its business operations and 
financial status.

 

 Article 136 Any company that successfully completes a new offer of shares shall amend its registered details 
maintained by the company registration authority and make a public announcement thereon.
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 Section 2 Transfer of Shares

 

 Article 137 Shareholders may transfer their shares in accordance with the law.

 

 Article 138 Any transfer of shares by a shareholder shall be carried out via a lawfully established stock exchange or 
by any other means prescribed by the State Council.

 

 Article 139 A transfer of registered stock shall be effected by way of a shareholder's endorsement or by any other 
means prescribed by the relevant laws or administrative regulations. Following any transfer, the company [*67]  
shall record the name and address of the transferee in the register of members.

 The register of members may not be modified within the 20 days preceding any general meeting or within five days 
preceding any ex-dividend date fixed by the company. Any law that provides otherwise in relation to the amendment 
of details recorded in the register of members of a listed company shall prevail over the provisions of this Article.

 

 Article 140 Any transfer of stock issued in bearer form shall take effect immediately on delivery of the share 
certificate to the transferee by the transferor.

 

 Article 141 Company shares held by the promoters of the company shall not be transferred within one year of the 
date of incorporation of the company. Shares issued prior to any public offer of shares shall not be transferred 
within one year of the date on which the shares of the company are first listed and traded on a stock exchange.

 Directors, supervisors and senior officers of a company shall notify the company of the shares they hold and any 
changes therein. During their respective terms of office, any shares transferred by any of the company's directors, 
supervisors and senior officers in any  [*68]  year shall not exceed 25% of the relevant individual's total stake in the 
company. Company shares held by any director, supervisor or senior officer shall not be transferred within one year 
of the date on which the shares are first listed and traded on a stock exchange. Any of the aforesaid persons who 
ceases to hold his post shall not transfer any of his shares within six months of the date on which he ceased to hold 
his post. Any other restrictions on transfers of shares held by directors, supervisors and senior officers may be 
specified in the articles of association.

(Relevant articles: )

 

 Article 142 No company shall purchase its own shares other than in any of the following circumstances:

 1. where a company reduces its registered capital;

 2. where the company plans to merge with a company which is one of its existing shareholders;

 3. where its shares are used for employee stock ownership plan or stock ownership incentive scheme;

 4. where any shareholder requests the company to purchase his/her shares because of his/her objection to any 
company resolution concerning a combination or division of the company made at any general meeting;

 5. where its shares are used to convert [*69]  corporate bonds issued by a listed company that can be converted 
into stocks; or

 6. Where it is necessary for a listed company to maintain its corporate value and stockholders' equity.

 Any company's purchase of its own shares for any reason specified in Items 1 and 2 of the preceding paragraph 
shall be subject to a resolution of the general meeting; any company's purchase of its own shares for any reason 
specified in Items 3, 5 and 6 of the preceding paragraph may be subject to a resolution of the board meeting with 
more than two thirds of directors present, according to the provisions of the Articles of Associations or upon 
authorization by the general meeting.
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 Following any company's purchase of its own shares pursuant to the first paragraph of this Article, the company 
shall, in the event of a purchase made pursuant to Item 1, cancel the relevant shares within ten days of the 
purchase, or in the event of a purchase made pursuant to Item 2 or 4, transfer or cancel the relevant shares within 
six months of the purchase, or in the event of a purchase made pursuant to Item 3, 5 or 6, hold a total number of its 
own shares not more than 10% of the total shares issued by the company [*70]  and transfer or cancel the relevant 
shares within three years of the purchase.

 Any company that purchases its own shares shall perform the information disclosures obligations specified in the of 
the People's Republic of China. Any purchase of its own shares by a listed company in the event of Item 3, 5, or 6 
of the first paragraph of this Article shall be made by way of a public centralized trading.

 No company may take a pledge of its own stock.

(Relevant articles: )

 

 Article 143 Where any registered stock is stolen, lost or destroyed, the relevant shareholder may request the 
people's court to declare the stock invalid in accordance with the public notification procedure prescribed in the of 
the People's Republic of China. Where the people's court invalidates stock pursuant to this procedure, the relevant 
shareholder may file an application with the company for the issuance of new stock.

 

 Article 144 The shares of a listed company shall be listed and traded in accordance with relevant laws, 
administrative regulations, and with the dealing rules of the stock exchange on which they are listed and traded.

 

 Article 145 A listed company shall, in accordance with laws and administrative [*71]  regulations, publicly announce 
matters relating to its financial status, business operations and any significant litigation to which it is a party, and 
shall publish its financial reports once in every six month period in each financial year.

 

 Chapter VI Qualifications and Duties of Company Directors, Supervisors and Senior Officers

 

 Article 146 None of the following people shall be eligible for appointment as a director, supervisor or senior officer 
of a company:

 1. any person who does not have civil capacity or who has limited civil capacity;

 2. any person who has been convicted of any criminal offence in the nature of corruption, bribery, disseizing, 
misappropriation or disrupting the economic order of the socialist market and five years have not elapsed since any 
penalty imposed has been completed, or any person who has ever been deprived of his political rights due to any 
crime and five years have not elapsed since the penalty imposed was completed;

 3. any former director, factory director or manager of a company or enterprise which has been declared bankrupt 
and liquidated in circumstances where he was personally responsible for the bankruptcy of the company or 
enterprise,  [*72]  and three years have not elapsed since the bankruptcy and liquidation of the company or 
enterprise was completed;

 4. any former legal representative of a company or enterprise which has had its business license revoked and has 
been ordered to close its business operations due to any violation of law in circumstances where the former legal 
representative was personally liable for the revocation of the business license and three years have not elapsed 
since the date of revocation; or

 5. any person who has significant unpaid due debts.

 Any election or appointment of any director, supervisor, or senior officer made in violation of the provisions of this 
Article shall be invalid.

 Any existing director, supervisor or senior officer the appointment of whom would violate the provisions of this 
Article shall be removed from his post.
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(Relevant articles: )

 

 Article 147 The directors, supervisors and senior officers of a company shall comply with laws, administrative 
regulations, and the articles of association and shall owe duties of fidelity and due diligence to the company.

 No director, supervisor or senior officer may take any bribe or other illegal gain by taking advantage of his [*73]  
position or misappropriate company assets for personal use.

(Relevant articles: )

 

 Article 148 No director or senior officer may:

 1. misappropriate company funds;

 2. divert company funds into an account held in his own name or in the name of any other individual;

 3. loan company funds or provide any guaranty to any other person by using company property in violation of the 
articles of association without first obtaining the consent of the board of shareholders, the general meeting or the 
board of directors;

 4. become a party to any contract or business dealings with the company in violation of the articles of association 
without first obtaining the consent of the board of shareholders or the general meeting;

 5. seek business opportunities for himself or for any other person by taking advantage of his position, or operate on 
his own behalf or on behalf of any other person any business similar in nature to that of the company, without first 
obtaining the consent of the board of shareholders or the general meeting;

 6. personally accept any commission on any transaction to which the company is a party;

 7. unlawfully disclose confidential company information; or

 8. act in any [*74]  way that is inconsistent with his duty of fidelity to the company.

 Any income received by any director or senior officer in violation of this Article shall be treated as the property of 
the company.

(Relevant articles: )

 

 Article 149 Where any director, supervisor or senior officer violates any law, administrative regulation, or the 
articles of association in the course of performing his duties, he shall be liable to compensate the company for any 
loss thereby caused to the company.

 

 Article 150 Where the board of shareholders or the general meeting requires any director, supervisor or senior 
officer to attend the meeting as a non-voting attendee, he shall do so and shall answer the shareholders' inquiries.

 Directors and senior officers shall faithfully provide relevant information and materials to the board of supervisors or 
to the supervisor(s) of a limited liability company with no board of supervisors, and may not obstruct the board of 
supervisors or any supervisor in the exercise of its or his functions and powers.

 

 Article 151 Where a director or senior officer falls into the circumstance as specified in Article 149 of the Law, any 
shareholder or group of shareholders [*75]  of the limited liability company or joint stock limited company concerned 
who has or have held 1% or more of the shares in the company for 180 consecutive days or more may make a 
written request to the board of supervisors or to the supervisor(s) of a limited liability company with no board of 
supervisors to initiate a legal action in the people's court against the relevant director or senior officer. Where any 
supervisor falls into the circumstance as specified in Article 149 of the Law, the aforesaid shareholder(s) may make 
a written request to the board of directors or to the acting director of a limited liability company with no board of 
directors to initiate a legal action in the people's court.
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 Where any board of supervisors, any supervisor of a limited liability company with no board of supervisors, or any 
board of directors or acting director refuses to initiate a legal action after receiving a written request described in the 
preceding paragraph, or fails to initiate a legal action within 30 days of receiving the request, or if, in the event of 
any urgent situation in which failing to initiate a legal action forthwith will cause irreparable damage to the interests 
of the [*76]  company, the shareholder(s) described in the preceding paragraph may initiate a legal action in the 
people's court in his or their own name(s).

 Where the legitimate rights and interests of a company are damaged and the company thereby suffers any loss, 
the shareholder(s) described in Paragraph 1 of this Article may initiate a legal action in the people's court in 
accordance with the provisions of the preceding two paragraphs.

(Relevant articles: )

 

 Article 152 Where any director or senior officer damages the shareholders' interests by violating any law, 
administrative regulation, or the articles of association, the shareholders may initiate a legal action in the people's 
court.

(Relevant articles: )

 

 Chapter VII Corporate Bonds

 

 Article 153 For the purpose of the Law, the term "corporate bonds" refers to negotiable securities issued by a 
company under the relevant statutory procedures with guaranteed payment of principal and interest by a specified 
future date or dates.

 Any company that issues corporate bonds shall satisfy the issuance requirements specified in the of the People's 
Republic of China.

 

 Article 154 Following the approval of any application to issue corporate [*77]  bonds by the department authorized 
by the State Council, the issuing company shall publish an offering circular which shall include the following key 
information:

 1. the company name;

 2. the purpose(s) for which the proceeds of the corporate bond issue will be used;

 3. the total amount of corporate bonds to be issued and the par value thereof;

 4. the method for determining the coupon rate of the bonds;

 5. the maturity date and the method for principal and coupon payments;

 6. the terms of any bond guaranty;

 7. the issue price of the bonds and the offer period;

 8. the net assets of the company;

 9. the total amount of the company's corporate bonds outstanding; and

 10. the underwriters of the corporate bonds.

 

 Article 155 Any bonds issued by a company in certificated form shall state the company's name, the par value, the 
coupon rate, the maturity date and similar details, and shall bear the signature of the legal representative of the 
company and the company seal.

 

 Article 156 Corporate bonds may be issued in registered or bearer form.

 

 Article 157 Any company that issues corporate bonds shall maintain a corporate bond stub.
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 The stub for any registered corporate bond [*78]  shall state:

 1. the name and address of the bondholder;

 2. the date on which the bondholder acquired the bond and the serial number of the bond;

 3. the total face value of the bond, par value, coupon rate, maturity date and method for payments of principal and 
coupon; and

 4. the date on which the bond was issued.

 The stub for any corporate bond issued in bearer form shall state the total face value of the bond, the coupon rate, 
the maturity date and payment method, the issue date and the serial number of the bond.

 

 Article 158 The registration and settlement institution for registered corporate bonds shall establish rules on the 
registration, custody, and acceptance of bonds, and on the payment of coupons.

 

 Article 159 Corporate bonds may be transferred. The transfer price shall be negotiated by the transferor and the 
transferee.

 Any transfer of corporate bonds which are listed and traded on a stock exchange shall be carried out in accordance 
with the dealing rules of the stock exchange.

 

 Article 160 Any transfer of registered corporate bonds shall be effected by the bondholder's endorsement or by any 
other method prescribed in the relevant laws and administrative regulations,  [*79]  and after such transfer, the 
company shall record the transferee's name and address on the corporate bond stub.

 Any transfer of unregistered corporate bonds shall take effect when the bondholder delivers the bonds to the 
transferee.

 

 Article 161 A listed company may, pursuant to a resolution of the general meeting, issue convertible bonds on 
terms specified in the corporate bond offering circular. To issue convertible bonds, a listed company shall file an 
application with the securities regulatory institution under the State Council for examination and approval.

 Convertible bonds shall be inscribed with the words "convertible bonds" and the number of convertible bonds 
issued shall be specified in the corporate bond stub.

 

 Article 162 Any company that issues convertible bonds shall exchange its shares for convertible bonds held by 
bondholders in accordance with the conversion formula prescribed, provided that bondholders shall in any event 
retain an option to convert their bonds.

 

 Chapter VIII Financial Affairs and Accounting of Companies

 

 Article 163 A company shall establish its financial and accounting policies in accordance with laws, administrative 
regulations, and  [*80]  the provisions of the finance department under the State Council.

 

 Article 164 A company shall, at the end of each financial year, prepare a financial report and have it audited by an 
accounting firm.

 The financial report shall be prepared in accordance with laws, administrative regulations, and the provisions of the 
finance department under the State Council.

 

 Article 165 A limited liability company shall submit its financial report to each shareholder within the time limit 
prescribed in the articles of association.
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 The financial report of a joint stock limited company shall be prepared for inspection by shareholders at the offices 
of the company 20 days in advance of the date on which the annual general meeting is held. A joint stock limited 
company that has offered its shares to the public shall publicize its financial report.

 

 Article 166 Where a company distributes its after-tax profits for the current financial year, it shall draw 10% of its 
profits as the company's statutory common reserve, provided that a company with an aggregate common reserve of 
more than 50% of the company's registered capital may elect not to draw any statutory common reserve any more.

 Where [*81]  the aggregate balance of the company's statutory common reserve is insufficient to cover any loss the 
company made in the previous financial year, the current financial year's profits shall first be used to cover the loss 
before any statutory common reserve is drawn therefrom in accordance with the provisions of the preceding 
paragraph.

 Where any company has drawn a statutory common reserve from its after-tax profits, it may, subject to a resolution 
of the board of shareholders or the general meeting, draw a discretionary common reserve from its after-tax profits.

 Where losses have been covered and the statutory and discretionary common reserves have been drawn, any 
remaining after-tax profits shall be distributed to shareholders in accordance with Article 34 of the Law in case of a 
limited liability company or on a pro rata basis in case of a joint stock limited company, unless its articles of 
association provides distribution shall not be made on a pro rata basis.

 Where the board of shareholders, general meeting or board of directors distributes profits in violation of the 
provisions of the preceding paragraph before losses are covered and the statutory common reserve is drawn,  [*82]  
the profits distributed must be returned to the company.

 No profit may be distributed for shares held by the company itself.

 

 Article 167 Any stock premium received by a joint stock limited company from the issuance of stock at a premium 
to par and any other income to be included in the capital reserve account under any relevant provisions of the 
finance department under the State Council shall be recorded as the company's capital reserve.

 

 Article 168 A company's common reserves shall be used to cover losses made in past years, to enhance the 
company's productivity and expand its business or to increase its registered capital; however a company's capital 
reserve shall not be used to cover the company's losses.

 Where the statutory common reserve is converted into capital, the value of the remaining common reserve shall be 
no less than 25% of the company's registered capital prior to the conversion.

 

 Article 169 Any proposed appointment or dismissal of an accounting firm as the company's auditor shall be subject 
to a resolution of the board of shareholders, the general meeting or of the board of directors in accordance with the 
provisions of the articles of association.

 Any [*83]  meeting of the board of shareholders, general meeting or meeting of the board of directors that votes to 
dismiss any accounting firm as its auditor shall allow the accounting firm to express its own opinions.

 

 Article 170 A company shall provide the accounting firm appointed as its auditor with accurate and complete 
accounting documents and books, financial reports, and other accounting information, and may not refuse to do so 
or conceal any such accounting records or make any false statement to its auditor.

(Relevant articles: )

 

 Article 171 A company shall not maintain any set of accounts that differs from its statutory accounting books.

 No company assets may be held in any account opened in the name of any individual.

(Relevant articles: )
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 Chapter IX Corporate Combination and Division; Increase and Reduction of Registered Capital

 

 Article 172 A corporate combination may be effected by merger or consolidation.

 In the case of a merger, one company absorbs another company and the company that has been absorbed is 
dissolved; in case of a consolidation, two or more companies combine to establish a new company, and the existing 
companies are dissolved.

 

 Article 173 To carry [*84]  out a corporate combination, parties to the combination shall conclude an agreement 
with each other and formulate balance sheets and schedules of assets. The parties to a combination shall, within 
ten days of making the resolution on combination, notify their respective creditors and, within 30 days, make a 
public announcement in a newspaper. Any creditor may, within 30 days of receiving the said notice or, in the event 
that the creditor does not receive such a notice, within 45 days as of the issuance of the said public announcement, 
require the company to repay its debts in full or to provide a corresponding guaranty.

(Relevant articles: )

 

 Article 174 In any corporate combination, the claims and debts of the parties to the combination shall be 
succeeded by the company that survives the combination, or by the newly-established company in case of a 
consolidation.

(Relevant articles: )

 

 Article 175 In a corporate division, the assets of any company shall be divided accordingly.

 To enable a division to proceed, balance sheets and schedules of assets shall be formulated. The company shall 
inform its creditors within ten days of the date on which the decision to proceed with the [*85]  division is made, and 
shall make a public announcement about the division proposal in a newspaper within 30 days of the date on which 
the decision to proceed with the division is made.

(Relevant articles: )

 

 Article 176 Unless otherwise agreed by the company and its creditors in any written agreement regarding the 
repayment of company debts concluded prior to any division, the companies that result from the division shall be 
jointly and severally liable for the existing debts of the company.

(Relevant articles: )

 

 Article 177 Where a company finds it necessary to reduce its registered capital, it must prepare its balance sheet 
and schedule of assets.

 The company shall, within ten days of the date on which it decides to reduce its registered capital, notify its 
creditors and make a public announcement about the proposed reduction in capital in a newspaper within 30 days 
of the date on which it decides to reduce its registered capital. Any creditor shall, within 30 days of receipt of such a 
notice or, where it does not receive a notice, within 45 days of the date of the public announcement, be entitled to 
require the company to repay its debt in full or to provide a corresponding [*86]  guaranty.

(Relevant articles: )

 

 Article 178 Where a limited liability company increases its registered capital, the subscription by shareholders for 
the amount of the increase shall be governed by the relevant provisions of the Law regarding capital contributions in 
the establishment of a limited liability company.
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 Where a joint stock limited company issues new stock to increase its registered capital, shareholder subscriptions 
for new stock shall be governed by the relevant provisions of the Law regarding stock purchases in the 
establishment of a joint stock limited company.

 

 Article 179 Where, as a result of any corporate combination or division to which a company is a party, any of the 
company's registered details change, the company shall amend its registered details with the company registration 
authority. In the event that any company that is a party to a combination or division is dissolved, it shall be 
deregistered in accordance with the law. In the event that any new company results from any combination or 
division, it shall comply with the procedures for establishment of a company as provided by law.

 Where a company increases or reduces its registered capital, the [*87]  company shall handle relevant procedures 
for change with the company's registration authority in accordance with the law.

 

 Chapter X Company Dissolutions and Liquidations

 

 Article 180 A company may be dissolved where:

 1. its term of business operation as prescribed in the articles of association expires or any dissolution event as 
prescribed in the articles of association of the company occurs;

 2. the board of shareholders or the general meeting resolves to dissolve the company;

 3. dissolution of the company is necessary due to any combination or division to which the company is a party;

 4. its business license is revoked or it is ordered to close down or be dissolved in accordance with the law; or

 5. the people's court makes an order for dissolution of the company in accordance with Article 183 of the Law.

(Relevant articles: )

 

 Article 181 Where any of the circumstances prescribed in Item 1 of Article 180 of the Law occurs, a company may 
nevertheless continue in existence by amending its articles of association.

 Any amendment to the articles of association in accordance with the provisions of the preceding paragraph shall be 
subject to the consent of shareholders representing [*88]  two thirds or more of the voting rights in case of a limited 
liability company, or to the consent of two thirds or more of the voting rights of shareholders who attend the relevant 
general meeting in case of a joint stock limited company.

(Relevant articles: )

 

 Article 182 Where any company encounters serious difficulties in its operations or management that will lead to 
significant shareholder losses if they persist and the situation cannot be resolved by any other means, shareholders 
representing 10% or more of the voting rights of all shareholders may petition the people's court to dissolve the 
company.

(Relevant articles: )

 

 Article 183 Where any company is dissolved in accordance with the provisions of Item 1, 2, 4, or 5 of Article 180 of 
the Law, a liquidation group shall be formed within fifteen days of the date on which the circumstances leading to 
the dissolution of the company occurred in order to effect the liquidation. The liquidation group of a limited liability 
company shall be comprised of its shareholders, while that of a joint stock limited company shall be comprised of its 
directors or any other individuals appointed by the general meeting. Where a liquidation [*89]  group is not formed 
within the time limit specified, the company's creditors may petition the people's court to appoint appropriate 
individuals to form a liquidation group. The people's court shall approve such a petition and form a liquidation group 
in order to liquidate the company in a timely manner.
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(Relevant articles: )

 

 Article 184 A liquidation group shall exercise the following functions and powers during the course of the 
liquidation:

 1. liquidate the company's assets and produce a balance sheet and schedule of assets;

 2. notify the company's creditors by way of notice or public announcement;

 3. manage and clear the remaining business of the company;

 4. pay outstanding taxes and any tax liability incurred in the course of the liquidation;

 5. pay the company's accounts payable and recover its accounts receivable;

 6. dispose of the company's residual assets; and

 7. represent the company in any civil litigation to which it is a party.

 

 Article 185 A liquidation group shall, within ten days of its formation, notify the company's creditors of its formation, 
and shall make a public announcement in a newspaper on the formation of a liquidation group within 60 days 
of [*90]  its formation. Any creditor shall, within 30 days of receipt of a notice or within 45 days of the public 
announcement in the event that the relevant creditor does not receive a notice, make a claim to the liquidation 
group on the debt owed to it/him.

 In making a claim for any debt outstanding, a creditor shall describe the relevant details and provide supporting 
evidence. The liquidation group shall record all debts claimed.

 The liquidation group may not repay any creditor during the debt claim period.

(Relevant articles: )

 

 Article 186 A liquidation group shall, after liquidating the assets of the company and producing a balance sheet and 
schedule of assets, draft a liquidation plan and present it to the board of shareholders or the general meeting or to 
the people's court for confirmation.

 Any remaining assets after payment of liquidation expenses, employee wages, social insurance premiums and 
statutory indemnity premiums, outstanding taxes and outstanding debts may, in case of a limited liability company, 
be distributed to shareholders on a pro rata basis in accordance with the respective proportion of capital contributed 
by each shareholder or, in case of a joint stock limited [*91]  company, distributed on a pro rata basis in accordance 
with the respective proportion of stock held by each shareholder.

 A company in liquidation shall continue in existence during the course of the liquidation but may not conduct any 
new business unconnected with the liquidation. No company assets may be distributed to any shareholder before 
being applied as described in the previous paragraph.

(Relevant articles: )

 

 Article 187 Where, after liquidating the assets of a company and formulating a balance sheet and schedule of 
assets, a liquidation group finds that the company's assets are insufficient to meet its obligations in full, it shall file a 
bankruptcy petition with the people's court.

 Where the people's court declares the company bankrupt, the liquidation group shall hand over administration of 
the liquidation to the people's court.

 

 Article 188 On completion of any company liquidation, the liquidation group shall draft a liquidation report and 
submit it to the board of shareholders or the general meeting or to the people's court for confirmation, and shall 
submit it to the company registration authority to apply for the cancellation of the registration of the company.  [*92]  
The liquidation group shall also make a public announcement about the fact that the company has been terminated.
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 Article 189 The members of a liquidation group shall, during the course of liquidation, carry out their duties and 
perform their obligations in accordance with the law.

 No member of a liquidation group may take advantage of his position to take any bribe or any other unlawful 
payment, nor may he misappropriate any company asset.

 Any member of a liquidation group who causes any loss to the company or to any of its creditors either intentionally 
or due to his gross negligence shall be liable to compensate the affected party.

(Relevant articles: )

 

 Article 190 Any company adjudicated bankrupt in accordance with the law shall be liquidated in bankruptcy in 
accordance with the relevant laws on bankruptcy.

 

 Chapter XI Branches of Foreign Companies

 

 Article 191 For the purpose of the Law, the term "foreign company" refers to a company established outside the 
territory of China under any foreign law.

 

 Article 192 Any foreign company that plans to establish a branch within the territory of China shall submit an 
application with the competent authority in China and shall [*93]  submit supporting documents such as its articles 
of incorporation, its certificate of incorporation as issued in its country of domicile, and similar documents, and after 
the approval, shall handle relevant registration procedures with the company registration authority in accordance 
with the law, and obtain a business license.

 The measures for the examination and approval of branches of foreign companies shall be separately formulated 
by the State Council.

 

 Article 193 Where a foreign company establishes any branch within the territory of China, it must designate a 
representative or agent within the territory of China to take charge of the branch, and shall allocate to the branch 
funds commensurate with the business activities it engages in.

 Where a minimum operating funds is required for any branch of a foreign company, it shall be otherwise provided 
by the State Council.

 

 Article 194 The name of any branch of a foreign company shall indicate its country of domicile and its form of legal 
liability.

 Any branch of a foreign company shall make its articles of incorporation available at its place of business.

 

 Article 195 No branch of a foreign company established within  [*94]  the territory of China shall have the status of 
a legal person.

 A foreign company shall bear civil liability for business operations of its branches carried on within the territory of 
China.

 

 Article 196 Branches of foreign companies which are approved to be established shall abide by the laws of China 
in pursuing business activities carried on within the territory of China and may not injure the social or public 
interests of China. The legitimate rights and interests of branches of foreign companies shall be protected by 
Chinese law.
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 Article 197 Any foreign company that closes down any of its branches within the territory of China must pay the 
branch's debts in full in accordance with the law and shall liquidate the branch in accordance with the provisions of 
the Law on the procedures for the liquidation of a company. No branch of a foreign company established in China 
may transfer any of its assets out of China before first paying its outstanding debts in full.

 

 Chapter XII Legal Liability

 

 Article 198 Any person who, in the course of registering a company, misstates its registered capital, submits false 
documentation or uses any other fraudulent means in order to conceal [*95]  any important fact shall be ordered by 
the company registration authority to remedy the defect. Where the registered capital of a company is misstated, 
the person responsible shall be fined between 5% and 15% of the amount by which the registered capital was 
misstated; where false documentation is submitted or where any other fraudulent means is used in order to conceal 
any important fact, the person responsible shall be fined between CNY50,000 and CNY500,000; where the 
circumstances are serious, the company's registration certificate or business license shall be revoked.

 

 Article 199 Any promoter or shareholder of a company who makes any fraudulent capital contribution or fails to 
deliver or fails to promptly deliver the money or non-monetary assets to be used as a capital contribution shall be 
ordered by the company registration authority to remedy the defect and shall be fined between 5% and 15% of the 
purported value of the fraudulent capital contribution.

 

 Article 200 Any promoter or shareholder who unlawfully withdraws his capital contribution after the company is 
incorporated shall be ordered by the company registration authority to remedy the defect and shall be fined  [*96]  
between 5% and 15% of the capital contribution unlawfully withdrawn.

(Relevant articles: )

 

 Article 201 Any company that maintains any set of accounts that differs from its statutory accounting books in 
violation of the Law shall be ordered by the finance department of the people's government at the county level or 
above to remedy the defect and shall be fined between CNY50,000 and CNY500,000.

 

 Article 202 Where a company falsifies records or conceals any important matter in materials such as financial 
reports submitted to relevant government departments, the relevant government department shall impose a fine of 
between CNY30,000 and CNY300,000 on the directly responsible person or other persons directly liable.

(Relevant articles: )

 

 Article 203 Any company that fails to draw a statutory common reserve in accordance with the Law shall be 
ordered by the finance department of the people's government at the county level or above to draw the required 
amount and may be fined up to CNY200,000.

 

 Article 204 Any company that fails to make any notification to its creditors by way of notice or by way of public 
announcement of any combination, division, reduction of its registered capital [*97]  or liquidation shall be ordered 
by the company registration authority to remedy the defect and may be fined between CNY10,000 and 
CNY100,000.

 Where, in the course of any liquidation, any company conceals any of its assets or makes any false entry in its 
balance sheet or schedule of assets or distributes any of the company's assets before repaying its outstanding 
debts in full, it shall be ordered by the company registration authority to remedy the defect and may be fined 
between 5% and 10% of the value of company assets it has concealed or distributed prior to paying the company's 
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outstanding debts in full, and the directly responsible person or other persons directly liable may be fined between 
CNY10,000 and CNY100,000.

 

 Article 205 Any company that, in the course of any liquidation, carries on any business activity unconnected with 
the liquidation shall be reprimanded by the company registration authority and any unlawful proceeds shall be 
confiscated.

 

 Article 206 Any liquidation group that fails to submit a liquidation report to the company registration authority in 
accordance with the provisions of the Law or conceals or omits any important fact in or from the liquidation [*98]  
report submitted shall be ordered by the company registration authority to remedy the defect.

 Any member of a liquidation group who takes advantage of his position to seek any unlawful personal benefit either 
for himself or on behalf of any of his relatives or who procures any unlawful gain or who misappropriates any of the 
company's assets shall be ordered by the company registration authority to return any company assets and 
confiscate any unlawful benefits or gains as appropriate, and shall be fined between one and five times the value of 
the assets, benefits or gains unlawfully derived.

 

 Article 207 Where any institution that undertakes an appraisal or verification of assets or a verification of 
certificates provides any false materials, it shall have its unlawful proceeds confiscated by the company registration 
authority, shall be fined between one and five times the value of any proceeds unlawfully gained, may be ordered 
by the competent administrative department to suspend its business operations or to cancel the qualification 
certificate(s) of the person or persons directly liable, and shall have its business license revoked.

 Where any institution that undertakes the appraisal [*99]  or verification of assets or a verification of certificates 
omits any important matter from the report it submits, it shall be ordered by the company registration authority to 
remedy the defect; where the circumstances are serious, it shall be fined between one and five times the value of 
any proceeds unlawfully obtained thereby, and may be ordered by the competent administrative department to 
suspend its business operations, to cancel the qualification certificate(s) of the person or persons directly liable, and 
may have its business license revoked.

 Where any institution that undertakes an appraisal or verification of assets or a verification of certificates provides 
an appraisal result or proof of asset verification or certificate verification that is subsequently proven to be 
inaccurate, causing any loss to the creditors of the company, it shall be liable to compensate the creditors for the 
difference between the appraised or verified amount and the value at which the assets etc. should have been 
accurately appraised or verified, unless it is able to demonstrate that the inaccurate appraisal or verification did not 
contribute to any loss suffered.

 

 Article 208 Where any company [*100]  registration authority registers any application that does not meet the 
conditions prescribed in the Law or refuse any application which meets the conditions prescribed in the Law, the 
directly responsible person or other persons directly liable shall be subject to an administrative sanction.

 

 Article 209 Where any company registration authority is required by its superior government department to register 
any application that does not meet the conditions prescribed in the Law or to refuse any application that meets the 
conditions prescribed in the Law or to suppress information relating to any unlawful registration, the directly 
responsible person or other persons directly liable shall be subject to an administrative sanction in accordance with 
the law.

 

 Article 210 Any person who carries on business operations in the name of a limited liability company or joint stock 
limited company without registering as a limited liability company or joint stock limited company in accordance with 
the law or who carries on business operations in the name of a subsidiary of any limited liability company or joint 
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stock limited company without registering as a subsidiary of any limited liability [*101]  company or joint stock limited 
company in accordance with the law shall be ordered by the company registration authority to remedy the defect or 
be subject to its enforcement procedures, and may be fined up to CNY100,000.

(Relevant articles: )

 

 Article 211 Any company that fails to commence business operations within six months of incorporation without 
reasonable justification or that suspends its business operations of its own volition for a period of six months or 
more after it has commenced business operations shall be liable to have its business license revoked by the 
company registration authority.

 Any company that fails to handle relevant procedures for registration of change in accordance with the Law 
following any change in the company's registered details shall be ordered by the company registration authority to 
amend its registration within a specific period of time; if it still fails to make the required amendment, it shall be fined 
between CNY10,000 and CNY100,000.

 

 Article 212 Any foreign company that unlawfully establishing any branch within China in violation of the Law shall 
be ordered by the company registration authority to remedy the defect or to close down [*102]  the branch, and may 
be fined between CNY50,000 and CNY200,000.

 

 Article 213 Where any person commits, in the name of a company, any serious violation of law that threatens the 
security of the state or injures the public interest or the interests of society, the business license of the company 
shall be revoked.

 

 Article 214 Any company that violates any provision of the Law shall be liable in civil law to pay compensation and 
shall also pay the corresponding fines and other financial penalties. Where the company's assets are insufficient to 
pay any corresponding fines and other financial penalties, the company shall first meet any valid claim for 
compensation in civil law.

 

 Article 215 Any company that commits any crime in violation of the Law shall be subject to criminal liability 
therefore.

 

 Chapter XIII Supplementary Provisions

 

 Article 216 For the purpose of the Law, the terms listed below are defined as follows:

 1. A "senior officer" refers to any manager, deputy manager, financial principal, secretary to the board of directors 
of a listed company, or any other person specified in the articles of association.

 2. A "controlling shareholder" refers to a shareholder whose [*103]  capital contribution accounts for 50% or more 
of the total capital of a limited liability company or any shareholder whose stock accounts for more than 50% of the 
total share capital of a joint stock limited company or a shareholder whose capital contribution or proportion of stock 
is less than 50% of the total capital or share capital but whose voting rights are sufficient to have a significant 
influence on resolutions of the board of shareholders or the general meeting.

 3. An "actual controller" refers to any person who is not a shareholder but is in a position to exercise actual control 
over the acts of the company by means of investment relationships, agreements or any other arrangements.

 4. "affiliated relation" refers to any relation between the controlling shareholder, actual controller, director, 
supervisor, or senior officer of a company and the enterprise directly or indirectly controlled thereby and any other 
relation that may enable the transfer of any interest in the company. Enterprises controlled by the state do not have 
an affiliated relation as between themselves simply because their shares are controlled by the state.
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(Relevant articles: )

 

 Article 217 Limited [*104]  liability companies and joint stock limited companies that have foreign investors shall be 
governed by the Law. Where provisions of any other law regarding foreign investment conflict with the Law, the 
former shall prevail.

(Relevant articles: )

 

 Article 218 The Law shall take effect as of January 1, 2006.

 

 

Load Date: July 12, 2019Load Date: October 26, 2018

LexisNexis China Law Database 
©2019 LexisNexis China, a division of Reed Elsevier Information Technology (Beijing) Co., Ltd. All Rights Reserved

End of Document

2018 China Law LEXIS 1317, *103



EXHIBIT J



Fact Sheet: Communist Party Groups in Foreign Companies in China - China Business Review

https://www.chinabusinessreview.com/fact-sheet-communist-party-groups-in-foreign-companies-in-china/[1/23/2020 3:45:00 PM]

By Jake Laband

Chinese Communist Party (CCP) officials are increasingly calling on companies to support
the creation of party organizations among their employees. The potential for party groups to
influence corporate decision making has raised concern among some US company
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executives: What are foreign companies obligated to do, and how should companies
respond to requests to establish party organizations in their China subsidiaries?

Legal requirements for foreign companies

China’s laws governing foreign invested enterprises are silent on party organizations.
China’s Company Law, which applies to domestic as well as foreign-invested companies
(but not foreign representative offices), does address party organizations, but does not
specify their role. Article 19 requires companies to provide the “necessary conditions” for the
activities of party organizations, which shall be established within the company according to
the CCP Constitution.

Chapter 5 of the CCP Constitution requires the formation of a party organization in
companies with three or more party members. The CCP Constitution lays out different
expectations for the role of party groups in state-owned enterprises (SOEs) and private
companies.

Article 33 was amended in November to alter requirements for party groups within SOEs.
While previous versions of the CCP Constitution called for party groups to play a “core
political role,” the revised version calls for these groups to play an expanded leadership
role, ensure the implementation of party policy, and discuss and decide major issues for
their enterprise.

In private companies, the CCP Constitution states that party organizations are more
focused on making sure the company follows the law and overseeing organizations such
as trade unions and the Communist Youth League. No management or governance role
is specified. While it is not always clear that the term “private companies” incorporates
foreign invested enterprises, this may be the most relevant guidance for foreign
companies.

By design, party organizations in SOEs are more prominent and influential. Party regulations
issued in June 2015 specify that the chairman or CEO of an SOE should serve as the
secretary of the party group, and that other company executives should be included in the
party group as well.

The party in foreign-invested enterprises
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Based upon the Company Law, party organizations should be permitted to be established in
a foreign-invested enterprise – JV or 100% foreign-owned – if it employs three or more party
members. No management or governance role is required, however, and company best
practices suggest these organizations are not required to hold a managerial function. For
example, party organizations could serve as a channel or platform to coordinate local
employee non-work activities or management-employee communications.

Joint ventures, especially those with state-owned partners, may face different pressures
regarding the role of party organizations, although it is USCBC’s understanding that they are
not subject to any legal obligation to allow party groups decision-making power, based on
the legal requirements analyzed above.

Some USCBC companies have reported that their state-owned joint venture partners have
recently approached them about altering their articles of association to support party groups
within the joint venture, even going as far to request that they be amended to allow critical
matters to be approved by the party organization before they are presented to the board.
Some of these requests likely stem from a party directive issued in March 2017, though
companies report receiving similar requests earlier than this. The 2017 directive, entitled
“Notice About Firmly Promoting Writing SOE Party Building Work into Company Articles of
Association,” requires state-owned enterprises to incorporate party-building principles into
their articles of association. However, the notice does not represent a legal requirement and
companies have reported successfully pushing back against such requests to allow a simple
re-statement in the articles of association of the company’s obligations under the Company
Law.

In addition, the laws governing joint ventures specify that amendments to the articles of
association require unanimous consent of directors present at the board meeting, meaning
the Chinese partner cannot force such changes without the foreign partner’s agreement. In
fact, these laws clearly state that the board of directors is the highest decision making body
in the company. The Company Law does not specify any particular role for party
organizations in foreign-invested enterprises, so any attempt to give a party cell a
managerial or governance function can be challenged on this basis.

Companies should be alert to pressures to form party organizations in their China
subsidiaries, but also aware of the legal framework and best practices that may limit the

http://english.mofcom.gov.cn/article/policyrelease/Businessregulations/201303/20130300045937.shtml
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impact of such organizations on governance and management. Consulting with legal
counsel is always recommended when deciding on a strategy to respond to such requests.
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STATE of NEW YORK  )
) ss:

COUNTY of NEW YORK )

CERTIFICATE OF ACCURACY

This is to certify that the following1, originally written in Chinese, is to the best of our
knowledge and belief, a true, accurate and complete translation into English.

Dated: January 21, 2020

__________________
Seth Wargo
Consortra Translations

Sworn to and signed before ME this
________ day of ____________,
2020.

_____________________________
Notary Public

1 Translation includes the name/date of the source and/or the relevant material from the source



Article 3: The work of the Party’s organizations in state-owned enterprises shall follow the
following principles:

(1) Persist in the unification of strengthening the Party’s leadership and improvement of
corporate governance as well as integrate the Party’s leadership into all aspects of corporate
governance;

(2) Adhere to the deep integration of the Party building work with production and operation and
test the effectiveness of the Party’s organization work with the results of enterprise reform and
development;

(3) Adhere to the Party’s management of cadres and the Party’s management of talents and
cultivate teams of high-quality professional enterprise leaders and talents;

(4) Persist in building grassroots and strengthening grassroots, highlight the building of Party
branches, and enhance the vitality of the grassroots Party organizations;

(5) Persist in relying whole-heartedly on the working class, embody the status of masters of the
enterprise workers and masses, and solidify the class foundation of the Party’s ruling.

Article 13 State-owned enterprises shall write the requirements for the Party building work into
the articles of association of the company, set forth the important matters such as the duties and
powers of the Party’s organizations, the establishment of the agencies, the operating
mechanisms, and the basic protection, clarify that the research and discussion of the Party’s
organizations are a pre-procedure for making decisions on major issues by the Board of Directors
and the management, and implement the Party’s legal status in the corporate governance
structure.

Regulation on the Work at Primary-Level Party 
Organizations of State-Owned Enterprises (SOEs) (Trial) 

Issued by the CPC Central Committee
January 5, 2020

11(3) Study and discuss major business management matters of the enterprise and support
shareholder meetings, the Board of Directors, the Board of Supervisors, and the management in
the exercise of their functions and powers in accordance with law;

11(4) Strengthen the leadership and control over the selection and employment by the enterprises
and do a good job in building the teams of leaders, teams of cadres, and teams of talents of the
enterprise;

Article 11 The Party Committee (Party Group) of a state-owned enterprise shall play its 
leadership role, take charge of the direction, control the big picture, ensure the 
implementation, and decide on major the issues of the enterprise in accordance with the 
regulations. Its main responsibilities are:



Article 14 Adhere to and improve a leadership system of “two-way entry and cross-serving” so
that qualified members of the Party Committee (Party Group) can enter the Board of Directors,
the Board of Supervisors, and the management through legal procedures, and qualified members
of the Board of Directors, the Board of Supervisors, and the management can enter the Party
Committee (Party Group) in accordance with the relevant regulations and procedures.

In general, one person serves as the secretary and chairman of the Party Committee (Party
Group), and the general manager who is a Party member serves as the deputy secretary. If it is
really necessary for a leader of the upper-level enterprise to concurrently serve as the chairman
of the Board, the secretary of the Party Committee may be served by the general manager who is
a Party member according to the actual situation of the enterprise or may be assigned separately.

In general, one person usually serves both as the secretary of the Party and the executive director
in an independent legal person enterprise with no Board of Directors and only executive
directors. If the general manager is established separately and is also a Party member, he or she
shall usually serve as the deputy secretary of the Party Committee.

Whether the secretary of the Party and the general manager in a non-independent legal person
enterprise such as a branch company should be established separately shall be determined based
on the actual situation. In general, if they are separate, the secretary of the Party serves as the
deputy general manager, and the general manager who is a Party member serves as the deputy
secretary of the Party Committee.

A central enterprise shall have a full-time deputy secretary, and the full-time deputy secretary
shall, in general, enter the Board of Directors with no role in the management but dedicated
responsibility for doing a good job in the Party building work. The Party Committee of a large-
scale enterprise (unit) affiliated with a central enterprise and a local state-owned enterprise with
large numbers of workers and Party members may have a full-time deputy secretary. In general,
the person in charge of the internal disciplinary inspection organization in the Party Committee
(Party Group) of a state-owned enterprise does not concurrently hold other positions; if it is
really necessary for that person to concurrently hold other positions, it shall be reported to the
upper-level Party organization for approval.

The Party organization in a state-owned enterprise shall implement a system of combining
collective leadership and individual division of responsibilities, and members of the Party
organization leadership team who enter the Board of Directors, the Board of Supervisors, and the
management must implement the decisions of the Party organization.

Article 15 Major business management matters of a state-owned enterprise must be studied and
discussed by the Party Committee (Party Group) before the Board of Directors or the
management makes their decision. The matters to be studied and discussed include:

(1) Major measures to implement the decisions and deployment of the Central Committee of the
Party and carry out the strategies for national development;



(2) Development strategies for the enterprise, mid- and long-term development plans, and
important reform plans;

(3) Matters of principles and directions in corporate asset reorganization, property right transfer,
capital operation, and large investment;

(4) Establishment and adjustment of corporate organizational structure as well as formulation
and modification of important regulations and systems;

(5) Major matters in relation to the production safety, the maintenance of stability, the rights and
interests of the employees, and the social responsibilities of the enterprise;

(6) Other important matters that should be studied and discussed by the Party Committee (Party
Group).

The Party Committee (Party Group) of a state-owned enterprise shall formulate a list of matters
for study and discussion in light of the actual situation at the enterprise and clarify the powers
and responsibilities of the Party Committee (Party Group) and other governing bodies such as the
Board of Directors, the Board of Supervisors, and the management.

In general, the person in charge who is a Party member in a Party Branch (General Party Branch)
of an independent legal person enterprise with decision-making power on major issues of
personnel, assets, and properties but no Party Committee shall serve as the secretary and
committee member, while the Party Branch (General Party Branch) shall be responsible for the
collective studies on important issues of the enterprise.
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中共中央印发《中国共产党国有企业基层组织工作条
例（试行）》

新华社北京1月5日电 近日，中共中央印发了《中国共产党国有企业基层组织工作条例（试行）》（以下简称《条例》），

并发出通知，要求各地区各部门认真遵照执行。

通知指出，国有企业是中国特色社会主义的重要物质基础和政治基础，是党执政兴国的重要支柱和依靠力量。坚持党的领

导、加强党的建设是国有企业的“根”和“魂”，是我国国有企业的光荣传统和独特优势。《条例》以习近平新时代中国特色

社会主义思想为指导，深入贯彻党的十九大和十九届二中、三中、四中全会精神，贯彻党章要求，对国有企业党组织工作作出

全面规范，是新时代加强国有企业党的建设的基本遵循。

通知要求，各级党委（党组）要从巩固党的执政基础的高度出发，把国有企业党的建设作为管党治党的重要任务抓紧抓

好，采取有力措施，强化责任落实，推动《条例》落到实处、见到实效。要认真抓好《条例》学习宣传和贯彻落实，通过集中

学习、专题研讨等方式，使各级党组织特别是国有企业党组织和党员、干部深入领会《条例》精神，全面掌握《条例》内容，

严格遵守和执行《条例》规定。中央组织部要会同有关部门加强督促指导，确保《条例》各项规定得到贯彻执行。各地区各部

门在执行《条例》中的重要情况和建议，要及时报告党中央。

《条例》全文如下。

中国共产党国有企业基层组织工作条例（试行）

（2019年11月29日中共中央政治局会议审议批准 2019年12月30日中共中央发布）

第一章　总则

第一条　为了深入贯彻习近平新时代中国特色社会主义思想，贯彻落实新时代党的建设总要求和新时代党的组织路线，坚

持和加强党对国有企业的全面领导，提高国有企业党的建设质量，推动国有企业高质量发展，根据《中国共产党章程》和有关

法律，制定本条例。

第二条　国有企业党组织必须高举中国特色社会主义伟大旗帜，以马克思列宁主义、毛泽东思想、邓小平理论、“三个代

表”重要思想、科学发展观、习近平新时代中国特色社会主义思想为指导，坚持党的基本理论、基本路线、基本方略，增

强“四个意识”、坚定“四个自信”、做到“两个维护”，坚持和加强党的全面领导，坚持党要管党、全面从严治党，突出政

治功能，提升组织力，强化使命意识和责任担当，推动国有企业深化改革，完善中国特色现代企业制度，增强国有经济竞争

力、创新力、控制力、影响力、抗风险能力，为做强做优做大国有资本提供坚强政治和组织保证。

第三条　国有企业党组织工作应当遵循以下原则：

（一）坚持加强党的领导和完善公司治理相统一，把党的领导融入公司治理各环节；

（二）坚持党建工作与生产经营深度融合，以企业改革发展成果检验党组织工作成效；

（三）坚持党管干部、党管人才，培养高素质专业化企业领导人员队伍和人才队伍；

首页 > 政策 > 中央有关文件 收藏 留言
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（四）坚持抓基层打基础，突出党支部建设，增强基层党组织生机活力；

（五）坚持全心全意依靠工人阶级，体现企业职工群众主人翁地位，巩固党执政的阶级基础。

第二章　组织设置

第四条　国有企业党员人数100人以上的，设立党的基层委员会（以下简称党委）。党员人数不足100人、确因工作需要

的，经上级党组织批准，也可以设立党委。

党员人数50人以上、100人以下的，设立党的总支部委员会（以下简称党总支）。党员人数不足50人、确因工作需要的，经

上级党组织批准，也可以设立党总支。

正式党员3人以上的，成立党支部。正式党员7人以上的党支部，设立支部委员会。

经党中央批准，中管企业一般设立党组，中管金融企业设立党组性质党委。

第五条　国有企业党委由党员大会或者党员代表大会选举产生，每届任期一般为5年。党总支和支部委员会由党员大会选举

产生，每届任期一般为3年。任期届满应当按期进行换届选举。根据党组织隶属关系和干部管理权限，上级党组织一般应当提前

6个月提醒做好换届准备工作。

中央企业直属企业（单位）党组织换届选举工作，以中央企业党委（党组）为主指导，审批程序按照党内有关规定办理。

中央企业及其直属企业（单位）召开党员代表大会，可以为党组织隶属地方党组织的下一级企业（单位）分配代表名额。

第六条　国有企业党委一般由5至9人组成，最多不超过11人，其中书记1人、副书记1至2人。设立常务委员会的，党委常务

委员会委员一般5至7人、最多不超过9人，党委委员一般15至21人。党委委员一般应当有3年以上党龄，其中中央企业及其直属

企业（单位）、省属国有企业的党委委员应当有5年以上党龄。

国有企业党总支一般由5至7人组成，最多不超过9人；支部委员会由3至5人组成，一般不超过7人。正式党员不足7人的党支

部，设1名书记，必要时可以设1名副书记。党支部（党总支）书记一般应当有1年以上党龄。

第七条　国有企业党组织书记、副书记以及设立常务委员会的党委常务委员会委员，一般由本级委员会全体会议选举产

生。选举结果报上级党组织批准。

中央企业党委（党组）认为有必要时，可以调动或者指派直属企业（单位）党组织负责人。

第八条　国有企业党委设立纪律检查委员会或者纪律检查委员，党总支和支部委员会设立纪律检查委员。

第九条　国有企业在推进混合所有制改革过程中，应当同步设置或者调整党的组织，理顺党组织隶属关系，同步选配好党

组织负责人和党务工作人员，有效开展党的工作。

第十条　为执行某项任务临时组建的工程项目、研发团队等机构，党员组织关系不转接的，经上级党组织批准，可以成立

临时党组织。临时党组织领导班子成员由批准其成立的党组织指定。

第三章　主要职责

第十一条　国有企业党委（党组）发挥领导作用，把方向、管大局、保落实，依照规定讨论和决定企业重大事项。主要职

责是：

（一）加强企业党的政治建设，坚持和落实中国特色社会主义根本制度、基本制度、重要制度，教育引导全体党员始终在

政治立场、政治方向、政治原则、政治道路上同以习近平同志为核心的党中央保持高度一致；

（二）深入学习和贯彻习近平新时代中国特色社会主义思想，学习宣传党的理论，贯彻执行党的路线方针政策，监督、保

证党中央重大决策部署和上级党组织决议在本企业贯彻落实；

（三）研究讨论企业重大经营管理事项，支持股东（大）会、董事会、监事会和经理层依法行使职权；

（四）加强对企业选人用人的领导和把关，抓好企业领导班子建设和干部队伍、人才队伍建设；
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（五）履行企业党风廉政建设主体责任，领导、支持内设纪检组织履行监督执纪问责职责，严明政治纪律和政治规矩，推

动全面从严治党向基层延伸；

（六）加强基层党组织建设和党员队伍建设，团结带领职工群众积极投身企业改革发展；

（七）领导企业思想政治工作、精神文明建设、统一战线工作，领导企业工会、共青团、妇女组织等群团组织。

第十二条　国有企业党支部（党总支）以及内设机构中设立的党委围绕生产经营开展工作，发挥战斗堡垒作用。主要职责

是：

（一）学习宣传和贯彻落实党的理论和路线方针政策，宣传和执行党中央、上级党组织和本组织的决议，团结带领职工群

众完成本单位各项任务。

（二）按照规定参与本单位重大问题的决策，支持本单位负责人开展工作。

（三）做好党员教育、管理、监督、服务和发展党员工作，严格党的组织生活，组织党员创先争优，充分发挥党员先锋模

范作用。

（四）密切联系职工群众，推动解决职工群众合理诉求，认真做好思想政治工作。领导本单位工会、共青团、妇女组织等

群团组织，支持它们依照各自章程独立负责地开展工作。

（五）监督党员、干部和企业其他工作人员严格遵守国家法律法规、企业财经人事制度，维护国家、集体和群众的利益。

（六）实事求是对党的建设、党的工作提出意见建议，及时向上级党组织报告重要情况。按照规定向党员、群众通报党的

工作情况。

第四章　党的领导和公司治理

第十三条　国有企业应当将党建工作要求写入公司章程，写明党组织的职责权限、机构设置、运行机制、基础保障等重要

事项，明确党组织研究讨论是董事会、经理层决策重大问题的前置程序，落实党组织在公司治理结构中的法定地位。

第十四条　坚持和完善“双向进入、交叉任职”领导体制，符合条件的党委（党组）班子成员可以通过法定程序进入董事

会、监事会、经理层，董事会、监事会、经理层成员中符合条件的党员可以依照有关规定和程序进入党委（党组）。

党委（党组）书记、董事长一般由一人担任，党员总经理担任副书记。确因工作需要由上级企业领导人员兼任董事长的，

根据企业实际，党委书记可以由党员总经理担任，也可以单独配备。

不设董事会只设执行董事的独立法人企业，党委书记和执行董事一般由一人担任。总经理单设且是党员的，一般应当担任

党委副书记。

分公司等非独立法人企业，党委书记和总经理是否分设，结合实际确定。分设的一般由党委书记担任副总经理、党员总经

理担任党委副书记。

中央企业党委（党组）配备专职副书记，专职副书记一般进入董事会且不在经理层任职，专责抓好党建工作。规模较大、

职工和党员人数较多的中央企业所属企业（单位）和地方国有企业党委，可以配备专职副书记。国有企业党委（党组）班子中

的内设纪检组织负责人，一般不兼任其他职务，确需兼任的，报上级党组织批准。

国有企业党组织实行集体领导和个人分工负责相结合的制度，进入董事会、监事会、经理层的党组织领导班子成员必须落

实党组织决定。

第十五条　国有企业重大经营管理事项必须经党委（党组）研究讨论后，再由董事会或者经理层作出决定。研究讨论的事

项主要包括：

（一）贯彻党中央决策部署和落实国家发展战略的重大举措；

（二）企业发展战略、中长期发展规划，重要改革方案；

（三）企业资产重组、产权转让、资本运作和大额投资中的原则性方向性问题；
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（四）企业组织架构设置和调整，重要规章制度的制定和修改；

（五）涉及企业安全生产、维护稳定、职工权益、社会责任等方面的重大事项；

（六）其他应当由党委（党组）研究讨论的重要事项。

国有企业党委（党组）应当结合企业实际制定研究讨论的事项清单，厘清党委（党组）和董事会、监事会、经理层等其他

治理主体的权责。

具有人财物重大事项决策权且不设党委的独立法人企业的党支部（党总支），一般由党员负责人担任书记和委员，由党支

部（党总支）对企业重大事项进行集体研究把关。

第十六条　国有企业党组织应当按照干部管理权限，规范动议提名、组织考察、讨论决定等程序，落实对党忠诚、勇于创

新、治企有方、兴企有为、清正廉洁的要求，做好选配企业领导人员工作，加大优秀年轻领导人员培养选拔力度，加强企业领

导人员管理监督，保证党对干部人事工作的领导权和对重要干部的管理权。

实施人才强企战略，健全人才培养、引进、使用机制，重点做好企业经营管理人才、专业技术人才、高技能人才以及特殊

领域紧缺人才工作，激发和保护企业家精神，营造鼓励创新创业的良好环境。

第十七条　健全以职工代表大会为基本形式的民主管理制度，探索职工参与管理的有效方式，推进厂务公开、业务公开，

保障职工知情权、参与权、表达权、监督权，维护职工合法权益。重大决策应当听取职工意见，涉及职工切身利益的重大问题

必须经过职工代表大会或者职工大会审议。坚持和完善职工董事制度、职工监事制度，保证职工代表有序参与公司治理。

第五章　党员队伍建设

第十八条　国有企业党组织应当坚持集中教育和经常性教育相结合，采取集中轮训、党委（党组）理论学习中心组学习、

理论宣讲、在线学习培训等方式，强化政治理论教育、党的宗旨教育、党章党规党纪教育和革命传统教育，组织引导党员认真

学习党史、新中国史、改革开放史，推进“两学一做”学习教育常态化制度化，把不忘初心、牢记使命作为加强党的建设的永

恒课题和全体党员、干部的终身课题，形成长效机制。

第十九条　严肃党的组织生活，认真召开民主生活会和组织生活会，提高“三会一课”质量，落实谈心谈话、民主评议党

员和主题党日等制度，增强党内政治生活的政治性、时代性、原则性、战斗性。坚持重温入党誓词、重温入党志愿书等有效做

法，落实党员领导干部讲党课制度。

第二十条　强化党员日常管理，及时转接党员组织关系，督促党员按期足额交纳党费，增强党员意识。加强和改进青年党

员、农民工党员、出国（境）党员、流动党员、劳务派遣制员工党员的管理服务。有针对性做好离退休职工党员、兼并重组和

破产企业职工党员管理服务工作。

从政治、思想、工作、生活上关心关爱党员，建立健全党内关怀帮扶机制，在重要节日、纪念日等走访慰问功勋荣誉表彰

奖励获得者，经常联系关心因公伤残党员、老党员、生活困难党员和因公殉职、牺牲党员的家庭，帮助解决实际问题。

严格执行党的纪律，对违犯党的纪律的党员，按照党内有关规定及时进行教育或者处理。

第二十一条　按照控制总量、优化结构、提高质量、发挥作用的总要求和有关规定发展党员。坚持把政治标准放在首位，

重视在生产经营一线、青年职工和高知识群体中发展党员，力争每个班组都有党员。注重把生产经营骨干培养成党员，把党员

培养成生产经营骨干。对技术能手、青年专家等优秀人才，党组织应当加强联系、重点培养。

第二十二条　紧密结合企业生产经营开展党组织活动，通过设立党员责任区、党员示范岗、党员突击队、党员服务队等形

式，引导党员创先争优、攻坚克难，争当生产经营的能手、创新创业的模范、提高效益的标兵、服务群众的先锋。引导党员积

极参与志愿服务，注重发挥党员在区域化党建和基层治理中的重要作用。

第六章　党的政治建设

第二十三条　国有企业党组织必须把党的政治建设摆在首位，担负起党的政治建设责任，提高政治站位，强化政治引领，

增强政治能力，涵养政治生态，防范政治风险，坚决落实党中央决策部署，推动企业聚焦主责主业，服务国家发展战略，全面

履行经济责任、政治责任、社会责任。
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第二十四条　坚持用党的创新理论武装党员干部职工，突出政治教育和政治训练，推动习近平新时代中国特色社会主义思

想进企业、进车间、进班组、进头脑，引领职工群众听党话、跟党走。开展中国特色社会主义和实现中华民族伟大复兴中国梦

宣传教育，加强爱国主义、集体主义、社会主义教育，抓好形势政策教育。

第二十五条　坚持以社会主义核心价值观引领企业文化建设，传承弘扬国有企业优良传统和作风，培育家国情怀，增强应

对挑战的斗志，提升产业兴国、实业报国的精气神。深化文明单位创建，组织开展岗位技能竞赛，开展群众性文化体育活动，

弘扬劳模精神、工匠精神，大力宣传、表彰先进典型，发挥示范引领作用，造就有理想守信念、懂技术会创新、敢担当讲奉献

的新时代国有企业职工队伍。

第二十六条　把思想政治工作作为经常性、基础性工作，把解决思想问题同解决实际问题结合起来，多做得人心、暖人

心、稳人心的工作，积极构建和谐劳动关系，努力将矛盾化解在基层。健全落实企业领导人员基层联系点、党员与职工结对帮

带等制度，定期开展职工思想动态分析，有针对性做好人文关怀和心理疏导。注意在企业改革重组、化解过剩产能、处置“僵

尸企业”和企业破产等过程中，深入细致做好思想工作，解决职工群众困难，引导职工群众拥护支持改革，积极参与改革。

第二十七条　坚持党建带群建，充分发挥群团组织桥梁纽带作用，推动群团组织团结动员职工群众围绕企业改革发展和生

产经营建功立业，多为职工群众办好事、解难事，维护和发展职工群众利益。

第七章　党内民主和监督

第二十八条　国有企业党组织应当落实党员的知情权、参与权、选举权、监督权，畅通党员参与党内事务的途径，推进党

务公开，建立健全党员定期评议党组织领导班子等制度。落实党员代表大会代表任期制，健全代表联系党员群众等制度，积极

反映基层党组织和党员意见建议。

第二十九条　落实全面从严治党责任，强化政治监督，加强对党的理论和路线方针政策以及重大决策部署贯彻落实的监督

检查。严格落实中央八项规定及其实施细则精神，坚决反对形式主义、官僚主义、享乐主义和奢靡之风。加强对制度执行的监

督，加强对企业关键岗位、重要人员特别是主要负责人的监督，强化对权力集中、资金密集、资源富集、资产聚集的重点部门

和单位的监督，突出“三重一大”决策、工程招投标、改制重组、产权变更和交易等重点环节的监督，严肃查处侵吞挥霍国有

资产、利益输送等违规违纪问题。问题严重的，应当及时向上级党组织报告。

第三十条　落实党内监督责任，建立健全党内监督制度机制，强化日常管理和监督，充分发挥内设纪检组织、党委工作机

构、基层党组织和党员的监督作用。加强对企业领导人员的党性教育、宗旨教育、警示教育，落实谈心谈话制度，加大提醒、

函询、诫勉等力度，通过巡视巡察、考察考核、调研督导、处理信访举报、抽查核实个人有关事项报告等方式，督促企业领导

人员依规依法用权、廉洁履职。

善用企业监事会、审计、法律、财务等监督力量，发挥职工群众监督、社会监督和舆论监督作用，推动各类监督有机贯

通、相互协调，形成监督合力，提高监督效能。

第三十一条　国有企业内设纪检组织履行监督执纪问责职责，协助党委推进全面从严治党、加强党风建设和组织协调反腐

败工作，精准运用监督执纪“四种形态”，坚决惩治和预防腐败。

各级纪委监委派驻企业的纪检监察机构根据授权履行纪检、监察职责，代表上级纪委监委对企业党委（党组）实行监督，

督促推动国有企业党委（党组）落实全面从严治党主体责任。

第八章　领导和保障

第三十二条　各级党委应当把国有企业党的建设纳入整体工作部署和党的建设总体规划，按照管人管党建相统一的原则，

健全上下贯通、执行有力的严密体系，形成党委统一领导、党委组织部门牵头抓总、国有资产监管部门党组（党委）具体指导

和日常管理、有关部门密切配合、企业党组织履职尽责的工作格局。中央组织部负责全国国有企业党的建设工作的宏观指导。

中央企业直属企业（单位）党建工作，以中央企业党委（党组）领导、指导为主，企业所在地的市地以上党委协助。

中管金融企业党委垂直领导本系统的党组织，负责抓好本系统党建工作。

第三十三条　国有企业党组织履行党的建设主体责任，书记履行第一责任人职责，专职副书记履行直接责任，内设纪检组

织负责人履行监督责任，党组织领导班子其他成员履行“一岗双责”，董事会、监事会和经理层党员成员应当积极支持、主动

参与企业党建工作。
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各级党组织应当强化党建工作责任制落实情况的督促检查，层层传导压力，推动工作落实。

第三十四条　全面推行党组织书记抓基层党建述职评议考核。强化考核结果运用，考核结果在一定范围内通报，并作为企

业领导人员政治素质考察和综合考核评价的重要依据。

企业党组织每年年初向上级党组织全面报告上年度党建工作情况，党组织领导班子成员定期向本企业党组织报告抓党建工

作情况。

第三十五条　国有企业党委按照有利于加强党的工作和精干高效协调原则，根据实际需要设立办公室、组织部、宣传部等

工作机构，有关机构可以与企业职能相近的管理部门合署办公。领导人员管理和基层党组织建设一般由一个部门统一负责，分

属两个部门的应当由同一个领导班子成员分管。

第三十六条　根据企业职工人数和实际需要，配备一定比例专兼职党务工作人员。选优配强党组织书记，把党支部书记岗

位作为培养选拔企业领导人员的重要台阶。注重选拔政治素质好、熟悉经营管理、作风正派、在职工群众中有威信的党员骨干

做企业党建工作，把党务工作岗位作为培养企业复合型人才的重要平台。严格落实同职级、同待遇政策，推动党务工作人员与

其他经营管理人员双向交流。

加强对党支部书记和党务工作人员的培训，确保党支部书记和党务工作人员每年至少参加1次集中培训。新任党支部书记一

般应当在半年内完成任职培训。

第三十七条　通过纳入管理费用、党费留存等渠道，保障企业党组织工作经费，并向生产经营一线倾斜。纳入管理费用的

部分，一般按照企业上年度职工工资总额1%的比例安排，由企业纳入年度预算。整合利用各类资源，建好用好党组织活动阵

地。

建立党支部工作经常性督查指导机制，推进党支部标准化、规范化建设，抓好软弱涣散基层党组织整顿提升。注重运用网

络信息化手段和新媒体平台，增强党组织活动和党员教育管理工作的吸引力、实效性。

第三十八条　坚持有责必问、失责必究。对国有企业党的建设思想不重视、工作不得力的，应当及时提醒、约谈或者通报

批评，限期整改。对违反本条例规定的，按照有关规定追究责任。

第九章　附则

第三十九条　本条例适用于国有独资、全资企业和国有资本绝对控股企业。国有资本相对控股并具有实际控制力的企业，

结合实际参照本条例执行。

第四十条　本条例由中央组织部负责解释。

第四十一条　本条例自2019年12月30日起施行。其他有关国有企业党组织工作的规定，凡与本条例不一致的，按照本条例

执行。

【我要纠错】 责任编辑：李润发
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EXHIBIT L



STATE of NEW YORK  )
) ss:

COUNTY of NEW YORK )

CERTIFICATE OF ACCURACY

This is to certify that the following1, originally written in Chinese, is to the best of our
knowledge and belief, a true, accurate and complete translation into English.

Dated: January 21, 2020

__________________
Seth Wargo
Consortra Translations

Sworn to and signed before ME this
________ day of ____________,
2020.

_____________________________
Notary Public

1 Translation includes the name/date of the source and/or the relevant material from the source



(2) Basic principles. Adhere to fair competition, treat all types of market players equally, create a
market environment, a policy environment, and a law environment for fair competition, and
ensure equal rights, equal opportunities, and equal rules; follow the law of the market, handle the
relationship between the government and the market, strengthen the fundamental position of
competition policy, focus on the use of market-oriented methods, realize the survival of the
fittest enterprises and optimize the allocation of resources through market competition, and
promote the regulation of market order; support reform and innovation, encourage and guide
private enterprises to accelerate their transformation and upgrading, deepen supply-side
structural reforms, and continuously improve technological innovation capabilities and core
competitiveness; strengthen the protection of the rule of law, protect the legitimate rights and
interests of private enterprises and entrepreneurs in accordance with the law, and promote the
establishment of a bottom line for compliance with the laws and regulations by private
enterprises.

(14) Guide private enterprises to deepen their reform. Encourage private enterprises with the
right conditions to accelerate the establishment of a modern enterprise system with a reasonable
governance structure, shareholder conduct norms, effective internal constraints as well as
efficient and flexible operation, and attach importance to the role of corporate lawyers and legal
counsels. Encourage private enterprises to formulate standardized articles of association,
improve company shareholder meetings, Board of Directors, Board of Supervisors, and other
systems, and clarify their respective powers and rules of proceedings. Encourage private
enterprises to improve internal incentive and restraint mechanisms, standardize and optimize
business processes and organizational structures, establish scientific and standardized labor force
and income distribution systems, and promote sophisticated management of quality, brand,
finance, and marketing.

(26) Establish and improve the mechanisms of Party building work in private enterprises. Adhere
to the Party’s leadership in supporting the reform and development of private enterprises,
strengthen the “Four Consciousnesses,” steadfastly uphold the “Four Kinds of Self-
Confidence,” and achieve “Two Kinds of Maintenance,” educate and guide private enterprises
and entrepreneurs to support the Party’s leadership, and support Party building work in the
enterprises. Guide private enterprises to set up Party organizations, actively explore and innovate
the ways of Party building work, center on the propaganda and implementation of the Party’s
lines, principles, and policies, gather and unite the workers, safeguard the legitimate rights and
interests of all parties, build advanced corporate cultures, and promote the healthy development
of enterprises; give full play to the role of the fortress of the Party’s organizations and the
vanguard role of the Party’s members, and strive to improve the quality of the Party’s
organizations and job coverage in private enterprises.

December 22, 2019

Opinion of the Central Committee of the Communist Party of 
China and the State Council on Creating a Better Development 

Environment to Support the Reform and Development of 
Private Enterprises
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Traditionally, employee benefits and unionization are closely connected.2 This is especially the case in developed countries
such as the United States. However, with the largest labor force and the largest number of labor unions in the World, it is impor-
tant to study and understand the role of unionization in China (Freeman, 2005). So far, a handful of studies have provided evi-
dence on the positive correlation between unionization and employee benefits in China with different samples of firms. Ge
(2007, 2014) document the positive correlation with a large enterprise population-level data from the First National Economic
Census of China conducted in 2004. Lu et al. (2010) report the positive correlation with a set of private firms surveyed in
2006. Yao and Zhong (2013) find the positive correlation based on 1268 firms in 12 Chinese cities. In addition to the positive cor-
relation between unionization and employee benefits, these studies all find a positive union effect on wages, while Ge (2007) and
Lu et al. (2010) further find unionization to be positively correlated with labor productivity.

We propose a new dimension to the analysis of unionization and employee benefits: the presence of the Communist Party of
China (CPC). The role of the Party in the literature on Chinese unionization is overlooked but far from alienated. As pointed out by
Ge (2007, 2014), unions have a “State-Party voice” face in China and function as a “transmission belt” of the CPC. In other words,
unlike their Western counterparts which are non-governmental in nature, labor unions in China are subordinates of the Party and
hence are semi-governmental.3 For firms above certain scales, local government and higher level Party committees often inter-
vene and suggest the establishment of union and firm-level Party branch. As a result, it is natural to include the Party into the
analysis of unionization.

The unique hierarchic structure of the CPC and unionization in enterprises in China is illustrated in Fig. 1. In the figure, an
arrow pointed from one box to another indicates that the latter is under the leadership of the former. Although the “All-China
Federation of Trade Unions (ACFTU)” is designated as the only national labor union, and all lower levels unions are under its
leadership, the ACFTU itself is under the leadership of the Central Politburo of the CPC.4 The reality of unionization in China,
which motivates the current study, is that unions at lower levels are under the dual leadership of both higher level union or-
ganizations and same level Party organizations. Ultimately, local CPC Committees are in contact with local enterprises whereas
the Central Politburo's messages are indirectly transmitted through local CPC Committees, local trade unions, or both. As a re-
sult, if a firm has either a Party branch (Firm 1 in the figure) or a union (Firm 3 in the figure), there is only a single channel via
which information and signals can be exchanged between the local CPC Committee and a firm. But if a firm has both a Party
branch and a union (Firm 2 in the figure), two channels are available for exchanging information and signals between the
local CPC Committee and the firm. The presence of two channels not only ensures greater coverage of the receivers, but also
strengthens the tie between the enterprise and the local CPC Committee. According to current laws and regulations, a firm
should rarely have neither a Party branch nor a union (Firm 4 in the figure), because enterprises with three or more Party
members are required to establish a Party branch. But, in practice, the regulation is poorly enforced and some private firms
do have neither one.

Given their synergy, the vital question becomes whether it is possible to separately identify the effects of unionization and
Party. Our sample of private firms in China includes firms with none, either, or both a labor union and a Party branch. Such fea-
ture is not available among data sets of state-owned enterprises or large firms, used extensively in existing literature, because
Party branch and unionization almost always coexist in those cases.5 Historically, the private sector is not considered part of
the socialist economy, and hence minimum Party involvement existed in private firms. But in 2002 the amendment to the
Party Constitution during the sixteenth National Congress of the Communist Party openly allowed private entrepreneurs to be-
come Party members. Coupled with the proposal to build “Socialist Harmonious Society” in 2004, the CPC now takes more respon-
sibility in many aspects of the Chinese economy, including labor relations. Private firms are arguably the new and critical ground
for this movement. According to the Private Economy Yearbook (ACFIC and CSPER, 2011), by June 2010, there are more than 7.4
million private firms (including branches) that hired approximately 70 million workers with more than 14 trillion Yuan (more
than 2 trillion USD) of total registered capital.6 The private sector in China has grown into considerably.

An important finding of our study is the “Party–union complementarity” effect, which refers to the phenomenon thatfirmswith both
a Party branch and a labor union have the highest social insurance coverage. In our empirical analysis of thousands of private firms, we
find that the positive correlation between Party branch and social insurance coverage fades once Party–union complementarity is con-
trolled for, and the positive correlation between unionization and social insurance coverage also declines significantly. Our findings
imply two important lessons for the study of social insurance in China. First, unionization and Party interact with social insurance differ-
ently, both qualitatively and quantitatively. Second, to correctly identify the correlation between social insurance and either Party or
unionization, it is necessary to partial out the Party–union complementarity effect.
2 Budd (2004) provides a complete review on employee benefits with particular attention on non-monetary benefits and the impact of unionization. Internationally,
Long and Fang (2012) find that profit sharing, a form ofmonetary benefit, increases employee earning in Canadian firms. Lluis and Abraham (2013), based on theMed-
ical Expenditure Panel Survey, find that for workers who are offered health insurance, a form of non-monetary benefit, as the only benefit, there is a trade-off between
wage and the benefit. However workers with multiple benefits enjoy relative higher wages.

3 According to the Constitution of the Communist Party of China, “[in] a non-public economic institution, the primary Party organization carries out the Party's prin-
ciples and policies, provides guidance to and oversees the enterprise in observing the laws and regulations of the state, exercises leadership over the trade union, the
Communist Youth League organization and other mass organizations, rallies the workers and office staff around it, safeguards the legitimate rights and interests of all
quarters and stimulates the healthy development of the enterprise (Chapter V, Article 32, Paragraph 3).” Bold emphases are added by the authors. This excerpt is taken
directly from the translation of the Constitution of the Communist Party of China on thewebsite of ChinaDaily. [http://www.chinadaily.com.cn/language_tips/2007-10/
31/content_6219108_6.htm. Last visited: October 6, 2015] For more details about the relationship between Party and union, see Yao and Zhong (2013) and Ge (2014).

4 Indeed, it is a conventional exercise to appoint a member of the Central Politburo of the CPC, currently Mr. Jianguo Li, as the head of ACFTU.
5 According to statistics of ACFTU, 99.98% and 100% of state-owned enterprises have, respectively, a Party branch and a labor union.
6 As a comparison, China's GDP was about 6 trillion USD in 2010.

http://www.chinadaily.com.cn/language_tips/2007-10/31/content_6219108_6.htm
http://www.chinadaily.com.cn/language_tips/2007-10/31/content_6219108_6.htm


Table 1
Distribution of firms with Party and Union.

Group Frequency Percent Cum. percent

None 3455 37.80 37.80
Union only 2143 23.44 61.24
Party only 428 4.680 65.92
Both 3115 34.08 100
Total 9141 100

Central Politburo of the CPC

Local Committees of the CPC
All-China Federal of Trade Unions

Local Unions

Firm 1 Firm 3 Firm 4Firm 2

Party Branch Party Branch

Union Union

Fig. 1. The Chinese style unions under the leadership of CPC. Note: An arrow pointed from one box to another indicates that the latter is under the leadership of
the former.

42 Z. Dong et al. / China Economic Review 37 (2016) 40–51
The rest of the paper is organized as follows. Section 2 describes our data of Chinese private firms, while Section 3 presents the
full econometric analysis with the baseline model. Some extensions and robustness checks are also considered in Section 3. The
last section concludes.
2. Data and summary statistics

Our primary data set is the Private Enterprise Survey from 2006, 2008, and 2010. The survey was conducted every two years
since early 1990s by the United Front Work Department of the Central Committee of the Communist Party of China, the All-China
Federation of Industry and Commerce, and the China Society of Private Economy Research at the Chinese Academy of Social Sci-
ences. The Private Enterprise Survey covers about 0.55% of all private firms in mainland China, stratified throughout 31 provincial
level divisions (provinces, autonomous regions and municipalities). The comprehensive survey includes questions on the history,
financial structure, and profitability of firms, as well as a wide range of personal characteristics of the owners. Each observation in
the data corresponds to a firm. This is one of the best data sets for examining the impact of political connections on businesses in
China, since private firms receive the least political impact in their managerial decision making. The data set has been used in a
number of other studies (Bai et al., 2006; Li et al., 2008; Lu et al., 2010; Dong et al., forthcoming). For more information about the
data set, see Lu et al. (2010).

We have information on Party branch and unionization for 9141 firms. Table 1 shows that more than one third of the firms
(3455 to be exact) have neither a Party branch nor a union, while 3115 firms, or about 34.1%, have both. For firms that have
only one of these organizations, 2143 have only a union while 428 have only a Party branch. Although this emphasizes the coex-
istence, or co-nonexistence thereof, of Party branch and unionization, the significant number of firms that have only one of them
allows us to identify their effects separately.

Table 2 reports the summary statistics of all variables to be used in this study. The table is divided into five panels. The first
two panels report the summary statistics of dependent variables. In these panels, “IC” stands for “insurance coverage,” defined as
percentage of workers covered under a specific insurance, with UIC, MIC, PIC, and IIC referring to, respectively, unemployment,
medical, pension, and injury insurance coverage.7 Although these social insurance are mandated by the Chinese government,
7 In theChinese social insurance system, there arefive insurance that are generally considered to be important.We leave outmaternity insurance because inprinciple
it covers only female workers. Since we do not have the sex ratio of the firms in our sample, we choose to drop maternity insurance to avoid introducing additional
biases.



Table 2
Descriptive statistics.

Variable Obs Mean Std. dev. Min Max

MIC (medical insurance coverage) 7893 0.350 0.384 0 1
PIC (pension insurance coverage) 8080 0.371 0.374 0 1
UIC (unemployment insurance coverage) 7446 0.264 0.365 0 1
IIC (injury insurance coverage) 7657 0.343 0.394 0 1
MIP (MI per capita payments, in log) 8885 0.0449 0.0913 0 1.956
PIP (PI per capita payments, in log) 9017 0.0882 0.133 0 2.126
UIP (UI per capita payments, in log) 8501 0.0127 0.0485 0 3.247
IIP (II per capita payments, in log) 8484 0.0117 0.0356 0 1.558
Party (0: no; 1: yes) 9141 0.388 0.487 0 1
Union (0: no; 1: yes) 9141 0.575 0.494 0 1
Part-time worker (in log) 10,545 1.565 1.889 0 9.781
Total employee (L; in log) 10,545 4.259 1.399 2.079 9.910
Initial capital (K; in log) 10,545 5.064 1.450 −2.303 11.39
Capital–labor ratio 10,545 9.046 24.61 −0.741 900
Former SOE (0: no; 1: yes) 10,545 0.0659 0.248 0 1
R&D investment (0: no; 1: yes) 10,545 0.471 0.499 0 1
Exporter (0: no; 1: yes) 10,545 0.135 0.342 0 1
Year registered 10,224 1999.719 4.7444 1978 2010
Profit (in log) 10,545 4.254 2.327 −8.863 12.52
Total wage (in log) 9509 4.429 1.522 −0.357 10.07
Owner's education 10,431 3.485 1.186 1 6
Party member (0: no; 1: yes) 10,545 0.389 0.488 0 1
People's Congress (PC; 0: no; 1: yes) 10,545 0.033 0.178 0 1
CPPCC (0: no; 1: yes) 10,545 0.202 0.413 0 1

Note: CPPCC refers to “Chinese People's Political Consultative Conference”.
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we can see from Table 2 that full coverage does not prevail, a phenomenon commonly observed in the literature (see Yao and
Zhong, 2013, among others). The second set of dependent variables are per capita payments calculated by the log of total pay-
ments divided by total employees (define below), on the four types of insurance. We use “IP” to abbreviate for “insurance
payments.”

The third panel shows the two most important independent variables: Party branch and unionization, coded as dummy
variables, with 1 being present and 0 being absent. The percentage of firms that have a Party branch is 38.8%, while the percent-
age of firms that are unionized is 57.5%.

The fourth panel contains the rest of the independent variables used in our baseline econometric model and extensions. We
include two measures of the number of employees: part-time employees and total employees. We expect the number of part-
time employees to be negatively associated with insurance coverage because firms are sometimes not obliged to cover part-
time workers. Part-time employees are also more likely to opt out some social insurance. In the original survey, employees are
divided into three groups, according to their length of employment with the firm in the past year. Following Lu et al. (2010),
we calculate the number of total employees by weighting part-time and full-time employees differently. Specifically, a worker
employed for no more than 3 months is counted as a quarter of a full-time worker while a worker employed for more than
6 months but no more than 9 months is counted as three quarters of a full-time worker. Denote the three types of workers as
Emp3month, Emp9month, and Empfull, respectively, total employees (Emp) is calculated according to

Emp=0.25×Emp3month+0.75×Emp9month+Empfull;
while total part-time employees (Emppart) is calculated as

Emppart=Emp3month+Emp9month.
Variables “Employee” and “Part-time Worker” are respectively the logarithm of the above values.
To measure capital endowments consistently across different years of the survey, we use initial capital. Aside from being a

good proxy for current capital levels, using initial capital has the advantage of capturing some unobservable characteristics at-
tached to the firms at their geneses. The capital–labor ratio (K/L) is also used, calculated as initial capital divided by total em-
ployees. Including the capital–labor ratio is important since labor intensive industries are considered to have comparative
advantage in China.

We further include four dummies as additional firm characteristics: whether the private firm was formerly a state-owned en-
terprise (“Former SOE”), whether it engages in R&D (“R&D Investment”), whether it engages in exporting (“Exporter”), and the
number of years since the firm was first registered as private firm.8 The “Former SOE” variable captures institutional factors
that are rooted in the era of the Chinese economy when SOEs were dominating. These “transformed” firms may maintain obliga-
tions, for a certain number of years, in firing decisions, wages, and employee benefits. “R&D Investment” and “Exporter” variables
are included to capture productivity effects, as commonly used in the industrial organization (Griffith et al., 2004) and interna-
tional trade (Aw et al., 2011) literatures. Last, in our sample, the average registration year is around 2000 while the mode is
8 This last variable is similar to the age of firms. We create categorical dummies as control instead of using number of years directly.



Fig. 2. Histogram of year registered as private firm. Note: This figure is created from data in the Private Enterprise Survey (2006, 2008, 2010).
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2003. Fig. 2 shows the histogram of the distribution. The spike in 1998 corresponds to the state-owned enterprise reform and the
massive privatization of state-owned enterprises.

In some specifications, total profit and total wage payments of the firm, both in logarithms, are also included. These two var-
iables appear in regressions when we attempt to assess the mechanism behind the positive correlation between social insur-
ance and the Party–union complementarity. Following Yao and Zhong (2013), we include the educational level of owner. Our
education measure is a numerical value that equals 1 for primary school graduates (lowest) and 6 for post-graduate degree
(highest).9 The average is between high school and polytechnic colleges (3 year college) while the mode is polytechnic college
degree.

Finally, in the last panel of Table 2, we present summary statistics of three variables used as exogenous covariates in the treat-
ment effects specifications.10 These are dummy variables for whether the owner is a member of CPC, the People's Congress, or the
Chinese People's Political Consultative Conference (CPPCC). In our sample, more than one third of the owners are members of the
CPC.
3. Econometric analysis

3.1. Preliminary analysis

Before presenting our full econometric model, Fig. 3 depicts how insurance coverage relates to presence of Party branch and
unionization. From these simple plots, it is clear that both Party and union are positively associated with better insurance cover-
age and a strong Party–union complementarity effect is present.

We also regress Party and union dummies on the rest of the control variables to find out the differences in firm and owner
characteristics based on the presence of the two organizations. The results may also be interpreted as the determinants of
Party branch and unionization. Probit regression results are shown in Table 3. In addition to the independent variables presented
in the fourth panel of Table 2, industry, province, and year of survey dummies are included. As would be expected, the coefficients
on the number of employees, initial capital, capital–labor ratio, former SOE, R&D investment, exporter, and measures of profitabil-
ity (“Profit”) and productivity (“Total Wage”) all have positive signs, while the coefficients on the number of part-time workers
are negative. Owner's educational levels do not exhibit importance except for middle school (negative) and post-graduate degree
(positive) in two of the Party regressions. Two more observations are worth noting. First, although the coefficients on initial cap-
ital are positive, their statistical significance is questionable in the union regressions. This shows the different roles capital plays in
relation to the presence of Party branch and unionization. Second, the additional measures of profitability and productivity do not
significantly change the coefficients on the other variables. In other words, although profitability and productivity are highly cor-
related with the presence of both party branch and unionization, these two measures do not seem to alter the effects of other
factors.
9 We again create categorical dummies for the level of education of owners.
10 Please see Appendix B in the online appendix for complete description and all results of the treatment effects specifications.



Fig. 3. Coverage comparison across insurance and types of firms. Note: Number and height of bar represent coverage (complete coverage equals to 1). Values are
calculated from the Private Enterprise Survey (2006, 2008, 2010). “MIC” stands for “medical insurance coverage”; “PIC” stands for “pension insurance coverage”;
“UIC” stands for “unemployment insurance coverage”; “IIC” stands for “injury insurance coverage”.
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3.2. Baseline model

Our baseline regression is given in the following equation11:
11 We
survey y
Y ¼ β0 þ γ P � Uð Þ þ α1P þ α2U þ βXþ δþ ηþ τ þ ε; ð1Þ
where Y denotes one of the social insurance variables described in the first two panels of Table 2, P and U refer to the Party
branch and unionization dummies, respectively, and X is a set of control variables described in the fourth panel of Table 2. We
further include dummies to control for province (δ), industry (η), and year of survey (τ) fixed effects. ε is the error term.

The coefficient we are interested in most is γ. A positive and statistically significant γ estimate points to the existence of the
Party–union complementary effect in employee benefits, the most important phenomenon we wish to unveil in this paper. Ac-
cording to the descriptive evidence in Fig. 3, we also expect α1N0 and α2N0. In other words, even when the complementarity
is controlled for, the presence of a Party branch or unionization may still be positively associated with employee benefits.

In the interest of space, we only report results for the medical insurance coverage (MIC). Results of other types of insurance
can be found in the Appendix A of the online appendix, and are discussed in the main text when necessary. Table 4 presents re-
sults of three basic specifications: with only the Party variable (columns 1 and 4), with only the Union variable (columns 2 and 5),
and with both variables and their interaction (columns 3 and 6). Noticing that the estimation is at the firm level and the social
insurance measures are averages across all employees, we also run a set of weighted estimations using total employees as the an-
alytical weight. In Table 4, the first three columns present results from ordinary least squares (OLS), while the last three columns
present coefficients from weighted estimations. Qualitatively speaking, the results are consistent across the three specifications,
and across OLS and weighted regressions. We first focus on results without the interaction term. As expected, we find that the
presence of either Party (columns 1 and 4) or Union (columns 2 and 5) to be positively correlated to insurance coverage. Accord-
ing to the weighted estimations, which is our preferred specification throughout this paper, insurance coverage is 5.24% (UIC) to
7.83% (PIC) higher in firms with Party branch versus those without, and is 4.04% (UIC) to 10.25% (IIC) higher in firms with labor
unions versus those without.

The coefficients on total employees (see Section “Data and summary statistics” for details of its calculation) vary sizably, from
less than −0.01 to over 0.02, across specifications (see Appendix A for coefficients other than the medical insurance coverage).
Such variation may reflect (dis)economies of scale in the provision of this insurance. If a coefficient is positive, as in the cases
of UIC and IIC, there are economies of scale, so that an increase in the number of employees is accompanied with higher insurance
coverage. On the other hand, if a coefficient is negative, as in the case of MIC and PIC in the OLS regressions, it indicates disecon-
omies of scale. In other words, for these insurance, a growing labor size is associated with a reduction in insurance coverage.

All coefficients on independent variables other than Party, union, and total employee in Table 4 have the expected signs. Par-
ticularly, the number of part-time workers is negatively correlated to insurance coverage. This finding is consistent with other
studies such as Yao and Zhong (2013). There are two reasons behind this result. First, firms are not required to cover all insurance
for part-time workers. Second, part-time workers are more likely to choose to opt out of some types of insurance. Both explana-
tions point to a negative coefficient on the size of part-time workers. Size of initial capital, former SOE, R&D investment, and ex-
porter are all positively associated with insurance coverage, although the coefficients on exporter are only statistically significant
in the OLS estimations. Former SOE and R&D investment variables have the larger coefficients among these controls. A private
firm that used to be an SOE is more than 10% more likely to offer insurance coverage, and similarly for a firm engaged in R&D.
do not use any subscript to identify firm or year because our data set is essentially cross-sectional. Each observation in our data corresponds to a firm in a given
ear.

Image of Fig. 3


Table 3
Determinants of Party and unionization.

(1) (2) (3) (4) (5) (6)

Variables Party Party Party Union Union Union

Part-time worker −0.0697⁎⁎⁎ −0.0668⁎⁎⁎ −0.0607⁎⁎⁎ −0.0534⁎⁎⁎ −0.0510⁎⁎⁎ −0.0492⁎⁎⁎

(0.0091) (0.0092) (0.0099) (0.0095) (0.0095) (0.0103)
Employee (in log) 0.4737⁎⁎⁎ 0.4462⁎⁎⁎ 0.3076⁎⁎⁎ 0.4030⁎⁎⁎ 0.3837⁎⁎⁎ 0.3011⁎⁎⁎

(0.0170) (0.0179) (0.0287) (0.0170) (0.0177) (0.0288)
Initial capital (in log) 0.0938⁎⁎⁎ 0.0839⁎⁎⁎ 0.0729⁎⁎⁎ 0.0225⁎ 0.0151 0.0085

(0.0135) (0.0137) (0.0146) (0.0134) (0.0136) (0.0145)
Capital–labor ratio 0.0014⁎⁎ 0.0014⁎ 0.0014⁎ 0.0015⁎⁎ 0.0015⁎⁎ 0.0012

(0.0007) (0.0007) (0.0009) (0.0007) (0.0007) (0.0008)
Former SOE 0.8210⁎⁎⁎ 0.8235⁎⁎⁎ 0.8356⁎⁎⁎ 0.5529⁎⁎⁎ 0.5560⁎⁎⁎ 0.5840⁎⁎⁎

(0.0645) (0.0648) (0.0681) (0.0647) (0.0650) (0.0692)
R&D investment 0.1616⁎⁎⁎ 0.1310⁎⁎⁎ 0.1163⁎⁎⁎ 0.1238⁎⁎⁎ 0.1028⁎⁎⁎ 0.0870⁎⁎

(0.0376) (0.0381) (0.0404) (0.0360) (0.0364) (0.0384)
Exporter 0.1292⁎⁎⁎ 0.1218⁎⁎⁎ 0.0649 0.1986⁎⁎⁎ 0.1925⁎⁎⁎ 0.1523⁎⁎⁎

(0.0470) (0.0469) (0.0494) (0.0501) (0.0502) (0.0527)
Middle school −0.1312⁎ −0.1272 −0.1163 −0.0678 −0.0641 −0.0473

(0.0777) (0.0781) (0.0830) (0.0766) (0.0769) (0.0816)
High school −0.0419 −0.0408 0.0019 −0.0737 −0.0735 −0.0052

(0.0734) (0.0738) (0.0788) (0.0732) (0.0734) (0.0781)
Polytechnic college −0.0167 −0.0180 0.0155 −0.0210 −0.0221 0.0260

(0.0731) (0.0735) (0.0785) (0.0731) (0.0733) (0.0779)
Undergraduate −0.0145 −0.0176 0.0090 −0.0673 −0.0698 −0.0067

(0.0799) (0.0802) (0.0855) (0.0792) (0.0794) (0.0845)
Post-graduate 0.1918⁎ 0.1872⁎ 0.1717 0.0926 0.0907 0.0805

(0.0989) (0.0998) (0.1086) (0.1015) (0.1021) (0.1101)
Profit (in log) 0.0431⁎⁎⁎ 0.0266⁎⁎⁎ 0.0309⁎⁎⁎ 0.0204⁎⁎

(0.0084) (0.0087) (0.0075) (0.0080)
Total wage (in log) 0.1983⁎⁎⁎ 0.1230⁎⁎⁎

(0.0252) (0.0242)
Constant −2.5973⁎⁎⁎ −2.6159⁎⁎⁎ −2.6902⁎⁎⁎ −2.6213⁎⁎⁎ −2.5936⁎⁎⁎ −2.5882⁎⁎⁎

(0.9682) (0.9918) (1.0246) (0.2574) (0.2583) (0.2690)
Observations 8799 8799 7982 8799 8799 7975

Note: Robust standard errors are in parentheses. Dummies for province, industry, year of survey, and year since registered as private firm are included.
⁎⁎⁎ p b 0.01.
⁎⁎ p b 0.05.
⁎ p b 0.1.
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Columns 3 and 6 of Table 4 show estimation results with the interaction term, which addresses the question of Party–union
complementarity. The sign of the interaction term is positive regardless of insurance and whether the estimation is weighted. This
confirms the complementarity of Party and labor union in providing social insurance. According to the weighted regressions, a
firm that has both a Party branch and a union is 5.40% (UIC) to 11.67% (IIC) higher in insurance coverage. These values are
much greater than the coefficients on either Party (columns 1 and 4) or union (columns 2 and 5) alone. From the weighted es-
timation, a firm with a labor union has on average 9.45% higher medical insurance coverage. But according to column 3, a labor
union alone only has a 5.09% effect while the overall effect, accounting for the complementarity, amounts to 15.57%. Similar
results are observed in other insurance.

Further comparisons show that the coefficients on Party are statistically insignificant while the coefficients on union stay pos-
itive and significant when the complementarity is accounted for. We can argue that the positive correlations of the Party and in-
surance coverage come entirely from the complementarity. An alternative interpretation is that Party branch helps to strengthen
the role of unions in private firms but there is minimal role for Party branch itself in promoting employee benefits.12

We believe the complementarity of Party and unionization comes from three different sources, all linked to the complex na-
ture of the two organizations depicted in Fig. 1. First, workers would be better represented when both Party branch and labor
union are present. In fact, protecting the basic rights of workers is considered one of the important functions of the Party branches
in private enterprises. Second, the communications between firm-level Party branches and higher level Party committees (i.e.
local CPC committees) are direct, while the communications between firm-level unions and higher level Party committees are in-
direct and need to go through the channel of the higher level unions. When possible, the direct communication allows a Party
branch to lobby for workers more effectively in front of higher level Party authorities. This supports the viewpoint that unions
function as a “transmission belt” in Ge (2007, 2014). We argue that the ability of a union to act as a “transmission belt” largely
depends on, and sometimes through, the Party branch. It should be noted, however, that Party branches can not substitute for
unions completely, since they may only enforce their authorities on Party members in these enterprises. Last, when both Party
branch and union appear simultaneously in a firm, the higher level Party committee can act more effectively as a mediator in
12 We thank an anonymous referee for proposing this alternative interpretation.



Table 4
Baseline estimation with medical insurance coverage (MIC).

(1) (2) (3) (4) (5) (6)

Variables OLS Weighted

Party × Union 0.1130⁎⁎⁎ 0.1048⁎⁎⁎

(0.0128) (0.0220)
Party 0.0754⁎⁎⁎ 0.0275 0.0612⁎⁎⁎ −0.0245

(0.0106) (0.0218) (0.0192) (0.0359)
Union 0.0731⁎⁎⁎ 0.0468⁎⁎⁎ 0.0945⁎⁎⁎ 0.0509⁎⁎

(0.0100) (0.0116) (0.0184) (0.0237)
Part-time worker −0.0287⁎⁎⁎ −0.0291⁎⁎⁎ −0.0281⁎⁎⁎ −0.0174⁎⁎⁎ −0.0176⁎⁎⁎ −0.0170⁎⁎⁎

(0.0026) (0.0025) (0.0026) (0.0044) (0.0043) (0.0043)
Employee (in log) −0.0103⁎⁎ −0.0083⁎ −0.0147⁎⁎⁎ 0.0064 0.0081 0.0045

(0.0048) (0.0047) (0.0048) (0.0093) (0.0087) (0.0092)
Initial capital (in log) 0.0223⁎⁎⁎ 0.0241⁎⁎⁎ 0.0223⁎⁎⁎ 0.0303⁎⁎⁎ 0.0301⁎⁎⁎ 0.0288⁎⁎⁎

(0.0036) (0.0035) (0.0036) (0.0066) (0.0065) (0.0065)
Capital–labor ratio 0.0003⁎ 0.0003⁎ 0.0003⁎ 0.0005 0.0006 0.0005

(0.0002) (0.0002) (0.0002) (0.0005) (0.0005) (0.0005)
Former SOE 0.1369⁎⁎⁎ 0.1445⁎⁎⁎ 0.1327⁎⁎⁎ 0.0860⁎⁎⁎ 0.0854⁎⁎⁎ 0.0801⁎⁎⁎

(0.0179) (0.0178) (0.0179) (0.0303) (0.0304) (0.0306)
R&D investment 0.0710⁎⁎⁎ 0.0723⁎⁎⁎ 0.0702⁎⁎⁎ 0.0908⁎⁎⁎ 0.0902⁎⁎⁎ 0.0907⁎⁎⁎

(0.0104) (0.0104) (0.0104) (0.0210) (0.0207) (0.0209)
Exporter 0.0287⁎⁎ 0.0291⁎⁎ 0.0269⁎ 0.0171 0.0174 0.0159

(0.0138) (0.0138) (0.0138) (0.0236) (0.0236) (0.0235)
Constant 0.9375⁎⁎⁎ 0.9103⁎⁎⁎ 0.9246⁎⁎⁎ 0.7111⁎⁎⁎ 0.6719⁎⁎⁎ 0.6880⁎⁎⁎

(0.0516) (0.0517) (0.0517) (0.1109) (0.1108) (0.1111)
Observations 6754 6754 6754 6754 6754 6754
R-squared 0.1820 0.1821 0.1858 0.2735 0.2766 0.2787

Note: Robust standard errors in parentheses. Dummies for province, industry, year of survey, and year since registered as private firm are included.
⁎⁎⁎ p b 0.01.
⁎⁎ p b 0.05.
⁎ p b 0.1.
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settling labor disputes. This is because higher level Party committee exercises leadership on both Party branch and union at the
firm level, and hence has the ability to coordinate between them. However, with the current data set, we are unable to answer
which one(s) of these three mechanisms explain the Party–union complementarity better in this paper. More deliberate collection
of data is needed in future work.
3.3. Extensions and robustness checks

In this section, we will examine six extensions and robustness checks of the baseline model. We only present weighed estima-
tion results for medical insurance in this section. OLS estimation results and results of other insurance can be found in Appendix C
of the online appendix.

First, in the first column of Table 5, we present results from estimations that use per capita spending on medical insurance
(MIP instead of MIC from Table 2) as the dependent variable. Since per capita variables are constructed by taking the logarithm
of total insurance spending divided by total employees, we exclude the “Employee” variable in the regression as it will otherwise
appear in both sides of the regressions. Compared to the baseline model, there is a substantial change in the coefficients of Party,
union, and their interaction. For estimations with per capita spending, only PIP (pension insurance) results in a positive and sta-
tistically significant coefficient on the interaction (see Table C.3 of the online appendix). Further, coefficients on the Party variable
are negative and statistically significant at 5% in MIP (medical insurance) and IIP (injury insurance), indicating that having a Party
branch hurts the per capita payment on these two types of insurance. This points to the conclusion that while Party, union, and
the Party–union complementarity are positively correlated with the coverage of the four types of insurance, it is unrelated to or
even hurts per capita insurance spending except for pension insurance. The most intuitive explanation is that private firms are
exercising a two-stage budgeting scheme: Firms first determine a fixed payment for social insurance per worker similar in
ways of how salary and annual compensation are determined, which is uncorrelated with the presence of Party or union.13

Then the number of workers to be covered, often according to worker qualifications, is determined. This number is correlated
to the presence of Party and/or unionization.
13 It is likely thatfirms only cover insurance payments at theminimumrequired level. According to regulations,minimummedical and unemployment insurance pay-
ments are determined in proportion to wage level at the previous year.



Table 5
Extensions and robustness checks with medical insurance.

(1) (2) (3) (4) (5)

Variables MIP MIC MIC Less than 300
employees

More than 300
employees

Party × Union −0.0020 0.0931⁎⁎⁎ 0.0757⁎⁎⁎ 0.1008⁎⁎⁎ 0.1395⁎⁎⁎

(0.0071) (0.0221) (0.0233) (0.0164) (0.0443)
Party −0.0142⁎⁎ −0.0267 −0.0606⁎ 0.0426 −0.0205

(0.0067) (0.0355) (0.0350) (0.0286) (0.0654)
Union −0.0086 0.0456⁎ 0.0316 0.0520⁎⁎⁎ 0.0786

(0.0077) (0.0235) (0.0245) (0.0158) (0.0533)
Part-time worker −0.0017⁎⁎⁎ −0.0164⁎⁎⁎ −0.0162⁎⁎⁎ −0.0325⁎⁎⁎ −0.0152⁎⁎⁎

(0.0006) (0.0044) (0.0046) (0.0039) (0.0051)
Employee (in log) −0.0098 −0.0582⁎⁎⁎ −0.0142 0.0411⁎⁎⁎

(0.0097) (0.0150) (0.0090) (0.0159)
Initial capital (in log) 0.0022 0.0254⁎⁎⁎ 0.0212⁎⁎⁎ 0.0203⁎⁎⁎ 0.0271⁎⁎⁎

(0.0014) (0.0066) (0.0068) (0.0056) (0.0092)
Capital–labor ratio 0.0003⁎⁎⁎ 0.0003 0.0004 0.0001 −0.0001

(0.0001) (0.0005) (0.0005) (0.0003) (0.0032)
Former SOE 0.0176⁎⁎⁎ 0.0806⁎⁎⁎ 0.0482 0.1508⁎⁎⁎ 0.0650⁎

(0.0052) (0.0308) (0.0308) (0.0274) (0.0380)
R&D investment 0.0114⁎⁎⁎ 0.0743⁎⁎⁎ 0.0738⁎⁎⁎ 0.0617⁎⁎⁎ 0.1028⁎⁎⁎

(0.0030) (0.0211) (0.0208) (0.0149) (0.0313)
Exporter 0.0026 0.0110 −0.0194 0.0181 0.0228

(0.0032) (0.0234) (0.0241) (0.0200) (0.0320)
Profit (in log) 0.0199⁎⁎⁎ 0.0127⁎⁎⁎

(0.0047) (0.0045)
Total wage (in log) 0.0701⁎⁎⁎

(0.0133)
Constant 0.0251 0.7375⁎⁎⁎ 0.6445⁎⁎⁎ 0.9671⁎⁎⁎ 0.3926⁎⁎

(0.0200) (0.1103) (0.1144) (0.0639) (0.1755)
Observations 7493 6754 6343 5549 1205
R-squared 0.1494 0.2875 0.2869 0.1994 0.3615

Note: “MIP” stands for “medical insurance payment (per worker)”, “MIC” stands for “medical insurance coverage”. Robust standard errors in parentheses. Dummies
for province, industry, year of survey, and year since registered as private firm are included
⁎⁎⁎ p b 0.01.
⁎⁎ p b 0.05.
⁎ p b 0.1.
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One possible mechanism of the Party–union complementarity is that private firms with a Party and/or a union attract more
productive workers.14 As a result, when productivity is controlled for, the positive association with Party and/or union is eliminat-
ed. This is implied by the finding that unionization is positively associated with labor productivity (Hirsch, 2007, 2008; Morikawa,
2008; Ge, 2007; Lu et al., 2010; Anwar and Sun, forthcoming). We test this hypothesis by adding two variables: total profit and
total wage payments, both in logarithms. These two variables are designated to capture profitability and productivity, respectively.
Estimation results are in columns 2 and 3 of Table 5. The positive and significant coefficient on the interaction term continue to
show, albeit of smaller magnitudes, except for one occasion in UIC (see Tables C.4 and C.5 of the online appendix). Such result
indicates that the Party–union complementarity effect persists even when measures of productivity and profitability are
included.15

It is also worth pointing out that when total wages and profits are included, coefficients on total employees becomes negative
and statistically significant in five of the eight columns (see Table C.5 of the online appendix). We argued previously that the sign
on the number of employees can be linked to (dis)economies of scale in insurance provision. These results also echo this
argument. Essentially, the negative signs indicate that once productivity and profitability are controlled for, firms with more
employees may have lower insurance coverage, which suggests diseconomies of scale.

In the last two columns of Table 5, we address the size effect. That is, we test the hypothesis of whether our main results are
driven by firms with a larger number of employees. This may particularly be a concern for the weighted regressions. Results in
columns 4 and 5 of Table 5 show that the Party–union complementarity effect stays positive for either firm size category although
at different magnitudes.
14 The fact that Party branchmay attractmore productiveworkersmay seempuzzling. However, for a long time, becoming a Partymember orworking in state-owned
enterprises is considered higher in social status in China, as compared to non-member and thosewhoworked in private sectors. On the other hand, Fang and Ge (2012)
also show that unionization promotes innovation in Chinese firms.
15 One may also make a case of labor market sorting. If labor market sorting is the main driver of the result, the positive coefficients from party, union, and/or the in-
teraction term should be eliminated once productivity proxies are included. We only see this in the case of union. Our results show that there is some sorting going on
because coefficients on the interaction term become smaller, but private firms with both Party and union still have better employee benefits on top of labor market
sorting.



Table 6
F-test of manufacturing versus service.

(1) (2) (3) (4)

MIC PIC UIC IIC

Manufacturing complementary effect 13.56⁎⁎⁎ 35.59⁎⁎⁎ 8.92⁎⁎⁎ 18.5⁎⁎⁎

Service complementary effect 18.26⁎⁎⁎ 13.84⁎⁎⁎ 1.74 13.82⁎⁎⁎

Comparing manufacturing and service 0.46 1.09 1.33 0.02

Note: “MIC” stands for “Medical Insurance Coverage”; “PIC” stands for “Pension Insurance Coverage”; “UIC” stands for “Unemployment Insurance Coverage”; “IIC”
stands for “Injury Insurance Coverage”.
⁎⁎⁎ p b 0.01.
⁎⁎ p b 0.05.
⁎ p b 0.1.

Table 7
F-test results of three regions.

(1) (2) (3) (4)

MIC PIC UIC IIC

Eastern complementary effect 15.13⁎⁎⁎ 10.05⁎⁎⁎ 2.97⁎ 9.78⁎⁎⁎

Central complementary effect 2.67 18.33⁎⁎⁎ 1.97 10.58⁎⁎⁎

Western complementary effect 12.71⁎⁎⁎ 15.11⁎⁎⁎ 3.43⁎ 18.56⁎⁎⁎

Comparing Eastern and Central 0.27 3.41⁎ 0.06 1.02
Comparing Eastern and Western 0.92 2.05 0.40 3.45⁎

Comparing Central and Western 1.41 0.24 0.10 0.40

Note: “MIC” stands for “Medical Insurance Coverage”; “PIC” stands for “Pension Insurance Coverage”; “UIC” stands for “Unemployment Insurance Coverage”; “IIC”
stands for “Injury Insurance Coverage”. Eastern region include Beijing, Tianjin, Hebei, Liaoning, Shanghai, Jiangsu, Zhejiang, Fujian, Shandong, Guangdong, and Hai-
nan. Central region include Shanxi, Inner Mongolia, Jilin, Heilongjiang, Anhui, Jiangxi, Henan, Hubei, Hunan, and Guangxi. Western region include Chongqing, Si-
chuan, Guizhou, Yunnan, Xizang, Shaanxi, Gansu, Qinghai, Ningxia, and Xinjiang.
⁎⁎⁎ p b 0.01.
⁎⁎ p b 0.05.
⁎ p b 0.1.
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Next, we examine whether there exist differences between manufacturing (category C in Chinese National Economic Industrial
Classification [CNEIC]) and service (categories G to S in CNEIC) industries. The reason to divide our sample this way lies in the
conventional thinking that manufacturing workers generally have a closer relationship with each other compared to workers in
the service industries. As a result of this closer tie, we expect unionization to be stronger in manufacturing, while the Party–
union complementarity effect could be weaker. F-test results16 from the weighted estimations, shown in Table 6, do not confirm
this argument. The test results show that although the Party–union complementarity effect still prevails within firms of the same
industry except for UIC in the service industries, differences of the complementarity effects across the two industries are statisti-
cally insignificant. The F-test is carried out by comparing the difference in the coefficients between the interaction term and the
dummy variable indicating that neither organization is present.

In Table 7, we present F-test results when provinces are divided into eastern, central and western regions. The reference group
is firms with neither Party branch nor union in the western region. We will focus on the coefficients of the interaction terms and
hence only report results of the relevant F-tests in Table 7. First, the Party–union complementarity is observed in all regions across
all types of insurance, except for MIC and UIC in the central region. Second, only comparisons of East-Central in PIC and East–West
in IIC exhibit regional differences in the complementarity effect. We again conclude that while there is an intra-region Party–
union complementarity effect, the inter-region differences are minimal.

Last, we divide provinces into four categories according to their relative ranking in a sub-index of the “Marketization Index”
published in Fan et al. (2011). Since we want to capture property rights and contract enforcement, we use the “Development
of Intermediary and Legal Environment” index. The four categories used in our estimations are created according to quartiles.
F-test results are shown in Table 8. As a recurring theme, the Party–union complementary effect is observed, but only five of
twenty-four different possible comparisons show statistically significant differences. The most interesting outcome in Table 8 is
for UIC (unemployment insurance). The Party–union complementarity effect only appears in category 4, the most liberal regions,
and there are no differences across categories. This is in stark contrast to other types of insurance which all exhibit strong evi-
dence of the complementarity and at least one incidence of a cross-category difference.
4. Conclusion

Previous studies have established the positive correlation between political connection and firm performance in China. Previ-
ous studies have also established the positive correlation between unionization and employee benefits in China. In this paper, we
16 We include only test results for this and the next two specifications (Tables 6 to 8). Full estimation results tables can be found in Appendix C of the online appendix.



Table 8
F-test results of marketization index.

(1) (2) (3) (4)

MIC PIC UIC IIC

Category 1 complementary effect 0.15 3.00⁎ 0.35 3.90⁎⁎

Category 2 complementary effect 4.34⁎⁎ 15.76⁎⁎⁎ 0.84 16.34⁎⁎⁎

Category 3 complementary effect 6.65⁎⁎⁎ 4.61⁎⁎ 0.45 1.57
Category 4 complementary effect 19.38⁎⁎⁎ 13.31⁎⁎⁎ 6.8⁎⁎⁎ 12.02⁎⁎⁎

Comparing categories 1 and 2 2.07 4.54⁎⁎ 0.10 3.21⁎

Comparing categories 1 and 3 3.44⁎ 0.36 0.01 0.12
Comparing categories 1 and 4 8.84⁎⁎⁎ 2.49 2.38 1.48
Comparing categories 2 and 3 0.08 2.10 0.04 4.06⁎⁎

Comparing categories 2 and 4 1.10 0.49 1.13 0.46
Comparing categories 3 and 4 0.60 0.71 1.73 2.27

Note: “MIC” stands for “Medical Insurance Coverage”; “PIC” stands for “Pension Insurance Coverage”; “UIC” stands for “Unemployment Insurance Coverage”; “IIC”
stands for “Injury Insurance Coverage”. Category 1 (lowest 25%) include Guizhou, Yunnan, Xizang,Shaanxi, Gansu, Qinghai, and Ningxia. Category 2 (25% to 50%)
include Shanxi, Inner Mongolia, Anhui, Jiangxi, Henan, Hubei, Hunan, Guangxi, and Chongqing. Category 3 (50% to 75%) include Hebei, Liaoning, Jilin, Heilongjiang,
Shandong, Hainan, Sichuang, and Xinjiang. Category 4 (highest 25%) include Beijing, Tianjin, Shanghai, Jiangsu, Fujian, and Guangdong.
⁎⁎⁎ p b 0.01.
⁎⁎ p b 0.05.
⁎ p b 0.1.
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link these two strands of research by studying the interplay of political connection, unionization, and employee benefits. We mea-
sure political connection by whether a firm has a Party branch, while employee benefits are indicated by various social insurance
coverage required by the government.

Using a comprehensive data set of private firms from 2006, 2008, and 2010, we show that social insurance coverage is posi-
tively associated with the presence of a Party branch and unionization when separate regressions are run. But when an interaction
term is added to capture the coexistence of the two organizations, the effect of Party is eliminated while that of unionization is
dampened. In specifications where we control for additional productivity proxies, even the effect from unionization is eliminated.
But the Party–union complementarity effect persists.

Our estimation results suggest two important findings in the study of unionization and social insurance in China. First, we find
a strong and persistent Party–union complementarity effect associated with greater provision of social insurance. In fact, the ma-
jority of the positive correlations between either Party or unionization and social insurance can be attributed to the synergy of
Party branch and labor union. This result is overlooked in most existing literature in this field.

Second, we show evidence that the Party–union complementarity is partially due to the higher productivity and profitability
stemming from having both Party and union. When variables that measure total profit and total wage payment are added to the
regression, the coefficients on the interaction term of Party and union decline, but remain positive and statistically significant. In
other words, Party–union complementarity is associated with added benefits to employees that goes beyond the usual productiv-
ity and profitability argument.

This last phenomenon is worth further exploration, but is not feasible in this study due to data limitations. Detailed informa-
tion on firms and individual employees are needed. Additional information may also allow researchers to better address the pres-
ence of selection bias on Party, union, and their coexistence, although we find that with propensity score matching and treatment
effects models our baseline results continue to hold (see Appendix B). Last, the perspective of a Party–union complementarity
could also be extended to other areas of research concerning the Chinese economy and other transitional economies. Organiza-
tions governing different domains may have complementary and positive spillover effects on important economic phenomena.

Appendix A. Supplementary data

Supplementary data to this article can be found online at http://dx.doi.org/10.1016/j.chieco.2015.09.009.
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How to Succeed in China? Communist Party Groups in Your Company

Published: Oct 19 2017 05:50:17

News Story

By Bloomberg News

(Bloomberg) --
China’s Communist Party aims to increase the number of companies with active party organizations, including
those in foreign firms.

Some 70 percent of the 106,000 foreign companies operating in China already have one, Qi Yu, vice minister
of the Organization Department, said at a briefing in Beijing on Thursday during the 19th Party Congress.

The corporate law stipulates that companies, villages and schools with three or more members should set up
party organizations, he said, in response to a question about the spread of the organizations and how this
might affect inner workings of the private sector.

President Xi Jinping, speaking Wednesday to the twice-a-decade conclave in Beijing, described the
ubiquitous reach of the 96-year-old party with 89 million members: "The Party exercises overall leadership over
all areas of endeavor in every part of the country."

Among China’s 147,000 state-owned enterprises, 93.2 percent have a party organization, while among its 2.7
million private companies, 67.9 percent have one, according to the Central Commission for Discipline
Inspection, the country’s top graft-fighting body. 

‘The Vanguard’

"The Chinese Communist Party is the vanguard of the Chinese working class, and setting up party
organizations in grassroots units — including in companies — is a natural and consistent practice of ours," Qi
said. "Party organizations work to uphold the interests of employees in their companies and help them solve
difficulties. Employees feel more assured, and this contributes to the productivity of the companies." 

Large foreign companies have told party officials that party members are the best workers in their
organizations, CCDI Minister of Supervision Yang Xiaodu said at the briefing.

At a meeting in Shanghai seven or eight years ago, a General Electric Co. executive told Shanghai officials
that its most outstanding workers were party members and its best factory floors were those organized by the
party organization, said Yang, who added that the executive expressed his wish that there would be more
party members.
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A China representative for Boston-based GE declined to comment on Thursday.

To contact Bloomberg News staff for this story:
Rachel Chang in Beijing at wchang98@bloomberg.net

To contact the editors responsible for this story:
John Liu at jliu42@bloomberg.net
Ken Wills , Jeff Kearns
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German trade body warns �rms may
pull out of China over Communist
Party pressure
Foreign businesses are worried about request to set up party
cells in their companies, group says
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A trade group has warned that members of the German business community in China
are concerned about a request from the ruling Communist Party to set up cells in their
companies – and some may even pull out of the market if the pressure continues.

In a statement released last week, the Delegations of German Industry and Commerce
in China – which represents the Association of German Chambers of Industry and
Commerce in China – said foreign businesses faced increasing challenges in the
country as the party’s in�uence on their operations grew.

China’s Communist Party makes big inroads into foreign-funded �rms

[1]

The body said it had received reports about attempts by the party to strengthen its
in�uence on wholly foreign-owned German companies operating in China. There is
no legal basis for such companies to promote the party.

“We do not believe that foreign-invested companies generally should be required to
promote the development of any political party within company structures,” the
statement said. “Should these attempts to in�uence foreign-invested companies
continue, it cannot be ruled out that German companies might retreat from the
Chinese market or reconsider investment strategies.”

The party has been trying to make inroads into foreign-funded companies since
President Xi Jinping came to power and began pushing to increase its role in all
aspects of life in China.

German �rms warn Chinese Communist Party’s drive to gain more control over
business operations may drive them away

[2]

https://www.scmp.com/news/china/policies-politics/article/2116107/chinas-communist-party-boosts-presence-foreign-funded
https://www.scmp.com/news/china/diplomacy-defence/article/2120423/german-firms-warn-chinese-communist-partys-drive-gain
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“As far as I know, some foreign-funded companies have been required to o�er full
pay for at least one party branch member who would deal with the company’s party
branch issues,” said Liu Kaiming, head of the Institute of Contemporary Observation,
a think tank based in Shenzhen.

“Operators of foreign �rms usually see a Communist Party branch in their company
as something set up by sta� to help promote goodwill and communication with the
party. But now they feel these branches are trying to extend the party’s in�uence
within company operations,” Liu said.

“Members of these branches often meet and hold activities – it’s not a positive
in�uence on sta�. So far, the e�ects have been limited, but many companies are
worried about whether this situation will escalate.”

About 106,000 foreign-invested companies had set up party units by the end of last
year, Qi Yu, deputy head of the Central Organisation Department, said in a media
brie�ng last month. That �gure has more than doubled since 2011, when it was
47,000.

Meanwhile, 70 per cent of foreign-funded �rms in China – or 750,000 – have set up
party branches, Qi said. That is similar to the proportion of the country’s 2.73 million
private businesses that have set up branches – it was 67.9 per cent at the end of last
year.

“Some senior executives at foreign-invested companies say party organisations can
help them understand China’s policies in a timely manner, resolve labour disputes
and provide positive energy for their companies’ development. The majority of them
welcome and support party organisations carrying out activities in their companies,”
Qi said at the brie�ng.

Why a Chinese Communist Party branch at the University of California, Davis, was
disbanded

[3]

https://www.scmp.com/news/china/policies-politics/article/2120707/why-chinese-communist-party-branch-university
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Last week, a group of visiting Chinese academics raised eyebrows after they were
reported to have founded a party branch at the University of California, Davis.

The branch, which planned to meet every two weeks, had tasked its members with
promoting the organisation to their colleagues or neighbours who were coming to the
United States, it said, and to absorb party members into the organisation. The branch
was shut down after the academics realised they had founded it illegally.

The US Foreign Agents Registration Act requires all individuals and groups acting
under the direction or control of a foreign government or political party to register
with the Department of Justice in advance and regularly report their activities.
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Exclusive: In China, the Party’s push for 
influence inside foreign firms stirs fears 
Michael Martina 

7  M I N  R E A D  

BEIJING (Reuters) - Late last month, executives from more than a dozen top European 
companies in China met in Beijing to discuss their concerns about the growing role of 
the ruling Communist Party in the local operations of foreign firms, according to three 
people with knowledge of the discussions. 

 
FILE PHOTO - A general view shows delegates raising their hands as they take a vote at the closing 
session of the 18th National Congress of the Communist Party of China at the Great Hall of the 
People in Beijing November 14, 2012. REUTERS/Carlos Barria/File Photo 

President Xi Jinping’s efforts to strengthen the party’s role throughout Chinese society have 
reached the China operations of foreign companies, and executives at some of those entities 
don’t like the resulting demands they are facing. 



The presence of party units has long been a fact of doing business in China, where party 
organizations exist in nearly 70 percent of some 1.86 million privately owned companies, the 
official China Daily reported last month. 

Companies in China, including foreign firms, are required by law to establish a party 
organization, a rule that had long been regarded by many executives as more symbolic than 
anything to worry about. 

One senior executive whose company was represented at the meeting told Reuters some 
companies were under “political pressure” to revise the terms of their joint ventures with state-
owned partners to allow the party final say over business operations and investment decisions. 

He said the company’s joint venture partner was pushing to amend their agreement to include 
language mandating party personnel be “brought into the business management organization”, 
that “party organization overhead expenses shall be included in the company budget”, and that 
posts of board chairman and party secretary be held by the same person.Changing joint venture 
agreement terms is the main concern, the executive said, noting that his company had thus far 
resisted. 

 “Once it is part of the governance, they have direct rights,” he said. 

The State Council Information Office (SCIO), which doubles as the party spokesman’s office, 
told Reuters in a faxed statement that there is no interference by party organizations in the 
normal operating activity of joint venture or foreign-invested companies. 

However, it added, “company party organizations generally carry out activities that revolve 
around operations management, can help companies promptly understand relevant national 
guiding principles and policies, coordinate all parties’ interests, resolve internal disputes, 
introduce and develop talent, guide the corporate culture, and build harmonious labor relations.” 

“They are widely welcomed within companies,” the SCIO said. MAJOR DECISIONS 

Of the 13 executives, all from different foreign companies, Reuters interviewed for this story, 8 
expressed concerns about increasing demands from the party or noted increased activity from 
party groups. They all spoke on the condition that they and their companies not be identified 
given the sensitivity of discussing relations with the party. 

Just two of 20 major multinationals queried by Reuters - Samsung Electronics Co Ltd 
(005930.KS) and Nokia NOKA.HE - confirmed having party units in their China operations. Most 
did not respond to questions on the subject. Only German chemicals giant Bayer AG 
acknowledged participating in the meeting organized by the European Union Chamber of 
Commerce in China, but declined to comment on what was discussed. 
Carl Hayward, general manager and director of communications at the European Chamber’s 
Beijing chapter, acknowledged the meeting was held to “understand from our members if party 
structures are being formally introduced into the governance of joint ventures.” 

“We have not noted any formal change of policy that reflects this. This is as we would expect 
since such a change would act as a deterrent to foreign investment in China,” he said. 

“REAL MUSCLE” 



Under Xi, the party has sought to address the “weakening, watering down, hollowing out and 
marginalisation” of party leadership at state enterprises, the party’s official People’s Daily wrote 
in June. The paper cited an official with state-owned oil giant Sinopec as saying the company 
had demanded all its foreign joint venture partners “specify the requirement for party-building 
work” in their articles of association. 

While plans to expand party organizations in foreign companies have been a quiet concern for 
several decades, only under Xi has “some real muscle” been put behind the goal, said Jude 
Blanchette, who studies the party at The Conference Board’s China Center for Economics and 
Business in Beijing. 

A significant number of major foreign companies operate in China through joint ventures with 
state enterprises. Foreign business groups have complained that their members are forced to 
allow Chinese partners access to their technology or risk losing market access. 

Many Chinese state enterprises listed on the Hong Kong stock exchange have this year altered 
their articles of association to give an explicit role to internal party committees. 

 

FILE PHOTO - A hostess wears a pin of China's Communist Party flag ahead of the closing ceremony of 
National People's Congress (NPC) at the Great Hall of the People in Beijing, China, March 16, 2016. 
REUTERS/Damir Sagolj/File Photo 

One country head at a major European manufacturer with a southern China joint venture said 
that late last year it allowed a party unit to meet on company premises – after hours. The party 
unit asked for overtime pay to hold the meeting, which the company rebuffed. But then it also 
demanded the company hire more party members, and even tried to weigh in on investment 
decisions. 

“That’s when we said this is a no-go zone. We didn’t anticipate that they would discuss 
investment decisions,” the manager told Reuters. 

A sales and marketing head in China for a major U.S. consumer goods firm said its party cell 
had recently become more active, and had pushed for locating a new facility in a district where 
the local government was promoting investment, a move the company made. 

Still, several executives with foreign companies in China said that the role of party units was 
benign and could help to resolve issues with officials. A party member at a U.S.-based Fortune 



500 company in Shanghai said her firm’s unit was not involved in business matters and instead 
engaged in activities such as planting trees and sponsoring children. “They will give you some 
tickets to see movies together. When the State Council has a meeting and there’s some news 
they will send bullet points by email,” she said. 

Additional reporting by John Ruwitch, Adam Jourdan, David Stanway, and Brenda Goh in Shanghai, 
Jiang Sijia in Hong Kong, and Matthew Miller and Chen Aizhu in Beijing; Editing by Tony Munroe and 
Martin Howell 

Our Standards:      The Thomson Reuters Trust Principles. 
© 2020 Reuters. All Rights Reserved. 
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The Com mu nist Party of China ( CPC)’ s in ten si �ed dis ci pline cam paign has in �u enced for -
eign com pa nies in the coun try, with ex perts say ing the move could pro vide a fair en vi ron -
ment for investments in China.
The Bei jing For eign En ter prise Ser vice Group Co., Ltd ( FESCO) has helped es tab lish 191 Party
branches in for eign com pa nies for Party mem bers who work there, in clud ing Al ca tel- Lu cent,
Toshiba and Deloitte, in Bei jing since 1979, the Bei jing Daily re ported.
“Cor rup tion of ten sur faces when Chi nese and for eign com pa nies deal with each other. For in -
stance, some key �g ures in the government who seek per sonal gain would en ter into shady
deals with some for eign com pa nies,” Hu Xing dou, a pro fes sor at the Bei jing In sti tute of
Tech nol ogy and ex pert on China’s so cial prob lems, told the Global Times.
Hu said that these il le gal ac tiv i ties would un der mine the na tional prop erty.
In 2014, the China branch of Bri tish drug maker Glax oSmithK line was �ned 3 bil lion yuan ($
489 mil lion) for pay ing bribes, the Xin hua News Agency re ported.
“Tight en ing Party man age ment, in clud ing a crack down on cor rup tion, could pu rify the in -
vest ment en vi ron ment in China and make it fair in the long run,” Ren Jian ming, an anti- cor -
rup tion ex pert at Bei hang Univer sity, told the Global Times.
The rapid de vel op ment of Party branches in for eign com pa nies be gan in 2001, when then-
pres i dent Jiang Zemin an nounced at the cel e bra tion of the 80th An niver sary of the found ing
of the CPC that peo ple work ing in all kinds of com pa nies, in clud ing for eign- or pri vately-
owned, all “con trib uted to the so cial ist con struc tion,” Zhang Dong, di rec tor of the Party
com mit tee o� ce at the Bei jing In vest ment Pro mo tion Bureau, told the Global Times in a pre -
vi ous re port.
Yu Fuzhong, the di rec tor of the Shang hai For eign Ser vice Com pany’s Party com mit tee o� ce,
said that the es tab lish ment of Party branches could help main tain po lit i cal sta bil ity and cul ti -
vate Party mem bers to be come high- qual ity tal ent for com pa nies.
Sum sung has had a Party Branch for around 20 years. “In or der to stay in China for a long
time, our com pany aims to be liked by the Chi nese peo ple and to con trib ute to Chi nese so ci -
ety,” Sam sung China Pres i dent Chang Won- kie was quoted by chi nanews. com as say ing.
FESCO also pro vides an ac tiv ity cen ter for Party mem bers to or ga nize ac tiv i ties for Party
build ing.
“Es tab lish ing Party branches in for eign com pa nies in China could also cheer up Chi nese em -
ploy ees and im prove their work, which is part of com pany man age ment,” Hu said.
How ever, Hu noted that China should also be aware of any in ter fer ence be tween Chi nese and
for eign com pa nies in the name of in ten si fy ing Party man age ment.

Party dis ci pline ‘ pu ri �es’ in vest ment en vi ron ment

CPC pres ence in for eign firms

Global Times · 28 Oct 2016 · By Shan Jie
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Tencent has more than 7,000 Party members, and the scale of its Party organization
appeals to young people!

17:48 10/17/2017     Source: Shui Muran
When it comes to Tencent, the first thing most people think of must be its social software -
WeChat and QQ, which have almost changed the way people communicate. No one could be
sure enough to say that they have never used the two software.

As an Internet giant, Tencent has always been the large leading company that many professionals
long for. It is not only because Tencent has excellent technical products, but also because
Tencent’s corporate culture and the scale of the Party organization are in the leading position of
major enterprises.

Tencent is a veritable large enterprise with nearly 40,000 employees, including 7,000 Party
members. Tencent’s organizational size is a benchmark in the industry, especially its Party
committee structure, which is an example for other companies.

At present, Tencent’s Party committee has a total of 11 members who hold the positions that are
responsible for performing critical functions in Tencent’s development. For example, the Party
Secretary is the Senior Vice President of the company responsible for the company’s operations.
The three Deputy Secretaries are Vice President and General Managers in charge of the
company’s information security management, network media, and government affairs.



At the same time, Tencent also innovatively created a “Five One” platform for party-building:
one Party journal - “Teng Xiang”, which is the first Party journal of China’s Internet companies
and has become the publicity base of the Tencent Party Committee; one website - Home of
Tencent Party Members, which provides “menu-style services” for Party members to learn about
party-building and participate in organizational activities; one micro-signal - Home of Tencent
Party Committees, which regularly promotes party-building knowledge and has become an
important carrier for Party members to learn and educate; one video - “Mind Road,” which
records the development process of the Tencent Party Committee and inspires the enthusiasm of
Party members and ordinary employees to love the Party, the country, and the enterprise; one
Party-General Public Service Center, which is located on the third floor of the Tencent Company
and serves as a window of Tencent’s Party Committee for external image display, and a platform
for internal service contact.

And this “Five One” platform has now become the core organizational structure of the entire
Tencent company.

It is worth mentioning that even WeChat was developed by the Party members!

Thanks to this, Tencent has become one of the few top Internet companies today.



It is believed that with the joint efforts of Tencent’s Party members, Tencent will continue to
develop more high-quality technical products. It will undoubtedly reach a new peak under the
leadership of the Party members.



1/21/2020 腾讯党员已超7000，其党组织规模让年轻人趋之若鹜！
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腾讯党员已超7000，其党组织规模让年轻人趋之若鹜！
2017-10-17 17:48    来源：水木然

提起腾讯，大多数人最先想到的一定是它的社交软件——微信和QQ，这两个几乎改变了
人们交流和沟通方式的软件，有谁敢说没用过？

而作为互联网巨头，腾讯也一直是诸多职场人士心之向往的大企业代表。这不仅是因为腾
讯有着优秀的技术产品，还因为腾讯的企业文化、党组织规模都处于各大企业的领先位
置。

腾讯是名副其实的大企业，在职员工近4万人，其中党员就多达7000人。腾讯的组织规模
堪称业界标杆，尤其是其党委结构，更是其他公司争相学习的对象。

目前，腾讯公司党委共有委员11名，分管着腾讯公司发展的关键岗位，如党委书记是负责
公司运营的集团高级副总裁，三位副书记是分管公司信息安全管理、网络媒体、政府事务
等关键业务的副总裁和总经理。
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同时，腾讯还创建性地打造了党建“五个一”平台：一本党刊——《腾翔》，是中国互联网
企业的第一本党刊，成为腾讯党委的宣传阵地；一个网站——腾讯党员之家，为党员学习
党建知识、参加组织生活提供“菜单式服务”；一个微信号——腾讯党委之家，定期推送党
建知识，成为党员学习教育的重要载体；一个视频——《心路》，记录腾讯党委的发展历
程，激发党员和职工群众爱党爱国爱企的热情；一个党群服务中心——位于腾讯公司三
楼，是腾讯党委对外展示的窗口、对内服务联系的平台。

而这“五个一”平台如今已成为整个腾讯公司最核心的组织架构。

值得一提的是，连微信也是由这些党员带头研发出来的！
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得益于此，腾讯成为了当今屈指可数的顶尖互联网企业。

相信在腾讯党员的共同努力下，腾讯还将研发出更多优质的技术产品，而腾讯也必将在这
些党员的带领下，迈向新的巅峰。

清纯主持刘芳菲央视走红，贪上亿买房，竟被多人包养！

前天 烘培小课堂

58岁的刘德华最终也离开我们了，悲痛！从此失去了你！
最新 发现者壹一号

北方妈妈到南方看儿子，去菜市场买菜时，一开口老板就不淡定了

返回首页查看更多 >>

猜你喜欢

热点新闻
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7分钟前 叨叨故事的小宅

所有在武汉的人都被禁止离开武汉吗？外交部回应
最新 央视网

两位最熟悉的央视主持人，竟然是夫妻关系，网友：隐藏的也太深了

01-19 15:46 娱乐侃侃君

美军承认车队遭袭，10辆装甲车全部报销，最少炸死20名美军

2小时前 东方头条 谷火平

成龙20岁女儿近况悲凉，与妻子街头啃三明治，靠拾荒为生
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01-19 14:06 现实中的理想

香港发现117名疑似感染新型冠状病毒肺炎患者
最新 央视网

2020新婚姻法中规定：离婚财产分割时一定要注意五点 不然
后悔
最新 南大港普法

女子打麻将“输光光”，把自己押上去“肉偿”，男麻友：欣然接受

01-19 02:13 视听中国
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Private sector Party committees start to bloom

By Zhang Ye Source:Global Times Published: 2016/7/1 0:03:00

Reflects CPC’s engagement with the public, propels company’s growth

Members of Suning's Party committee celebrate the CPC's
95th anniversary inside company headquarters on Thursday.
Photo: Courtesy of Suning

On the desks of a crowded workplace of Le Holdings, a rising Beijing-
based Internet company, sits an eye-catching red flag with crossed
golden hammer and sickle in the canton.

Such a flag is used to identify member of the Communist Party of China
(CPC) in the private company. 

"Every year, we would recruit two to four outstanding employees into the
Party as provided by the Party Constitution," He Jinsong, deputy Party
chief of Le Holdings and the vice president of the company, told the
Global Times on Thursday. 

Le Holdings, which has recently been beefing up efforts in smart
devices, driverless cars and cloud computing, set up its Party committee
in June 2014, consisting of three branches. 

Among China's Internet companies, Le Holdings is not the first and will
not be the last to have its own Party committee, raising eyebrows among
people expecting less State involvement in the fast-growing and
innovative technology sector. He noted that in Beijing's Internet sector
alone, there are more than 30 Party committees. 

Suning Commerce Group, an online-to-offline home appliance company
based in Nanjing, capital of East China's Jiangsu Province, has nearly

https://www.globaltimes.cn/index.html


/

8,000 Party-member employees since the group set up a Party
committee in 2003, according to information the company provided the
Global Times on Thursday. 

Xiaomi reportedly launched its own CPC committee in June 2015.

The country's second largest online retailer JD.com Inc established its
committee in 2011, which boasts of 1,244 CPC members from 55 Party
branches, JD's Party chief Long Baozheng, told the Global Times
Thursday.

Many of them had joined the Party when they were still in college, a
cradle of cultivating a new generation of CPC members, said Long. 

In 2015, China's colleges and universities recruited 718,000 into the
Party, accounting for 36.5 percent of new members, according to data
released by the Organization Department of the CPC Central Committee
on Thursday. 

The Party's Constitution mandates the establishment of a Party
committee in any organization, including privately owned firms in China,
that has more than three full Party members. 

He credited the building of a Party organization to the increasing number
of CPC members along with the company's rapid development. 

Among Le Holdings' 13,000 employees, more than 300 have joined the
Party from over 100 when the committee was first established, He noted.

Both Long and He said their companies' top executives  attach great
importance to the development of the Party committee. 

The private sector Party committees are more than a reflection of the
CPC's engagement with the public; it's also expected to help propel the
companies' growth.

"The committee does not meddle in the company's operations, but it is
important" because it ensures the enforcement of government policies,
said He. 

Le Holdings' Party committee usually holds regular meetings on
measures and regulations issued by both the ruling Party and central
government. After being briefed on the Internet business' targets, Party-
member employees can set a good example for others and help the
company establish order and discipline, said He.

"I think it is not easy to carry out Party activities in Internet firms and
private companies in other fields" since CPC membership or actively
participating in committee activities are not directly linked to a career
growth and higher salaries, he said. 

The JD's Party committee secretary noted that they adopt different
methods, using Internet technology to stimulate Party-member
employees' interest and initiatives in participating in Party activities.

JD opened an online communication platform and launched a monthly
online quiz on the Party Constitution and the remarks of Xi Jinping,
general secretary of the CPC Central Committee, as tools to educate
CPC members. 

The JD Party committee has also formed a special team to encourage e-
commerce in rural areas, which Long said is in line with the State
Council's poverty alleviation campaign. 

http://www.globaltimes.cn/db/profiles/xijinping.shtml


/

The Party committee usually makes it easier for the company to reach
out to local governments, said Long.

Posted in: Economy

http://www.globaltimes.cn/business/economy/
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Emily Feng in Beijing OCTOBER 10 2017

China’s tech sector, once reluctant to display any political affiliations, is becoming more open
about ties with the ruling Communist party, on the eve of a landmark meeting where the country’s
next leaders will be chosen. 

More than 35 tech companies, including large groups such as Sina and Baidu, have quietly
instituted party committees in recent years. These assess a company’s daily operations to ensure
they do not stray from party objectives, but had typically been given little fanfare because of
concerns around alienating foreign partners and investors.

But now tech groups are increasingly promoting their party ties. When bike-sharing unicorn Ofo
set up a party committee this year, it sent a statement to the Global Times, a Communist party
tabloid, announcing the news. 

“To be affiliated with the Communist party is good for our brand as well because people are more
confident we are a company that will do well,” said Xu Zewei, the founder of 91 Finance, a fintech
platform. “When recruiting, we specifically seek out party members because we know they are the
most promising.” 

Other companies have also been quick to publicise their party committees to show co-operation
with government goals.

Chinese politics & policy

Chinese tech groups display closer ties with Communist party

Internal committees designed to show alignment with larger national goals

https://www.ft.com/stream/0c443fa4-3cae-4454-a0ba-f5ede2c8113b
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Ecommerce powerhouse JD.com has pointed to its
push into rural areas as providing support for state-
led programmes to cut poverty, while streaming
platform Douyu has highlighted a higher number of
shows featuring the party and its history. 

Often chaired by communications specialists, party
committees within Chinese tech groups are
increasingly seen as necessary in order to manage
relations with party leaders. 

“No company, private or state-owned, gets ahead in China without aligning itself with the party's
larger goals and strategies. That is more the case than ever in Xi’s China,” said Trey McArver, co-
founder of consultancy Trivium/China, which advises companies working in China. “Xi [Jinping]
has reasserted the centrality of the party in all facets of society, including within the economy.” 

In the lead-up to its congress this month, the party has emphasised its ties to the private sector,
highlighting party-friendly start-up founders and issuing positive statements about the value of
entrepreneurship to China’s development. 

“The country helped cultivate people like me, and then we look to where we are most needed. We
are educated so we can protect and maintain our motherland,” said Xu Chuan, an academic and
founder of an online education platform, at a government press conference this week. He will serve
as a representative at the party congress. 

No company, private or
state-owned, gets ahead in
China without aligning itself
with the party's larger goals

Trey McArver, co-founder of consultancy
Trivium/China
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This is not the first time the party has embraced more commercially minded citizens. In 2002,
then-president Jiang Zemin championed the “Three Represents”, an ideological slogan that
encouraged private entrepreneurs to join the party’s ranks as they would represent “advanced
social productive forces”. 

“It's useful to remember that many in the top echelons of the party are engineers, so there’s a
strong pro-science bias and a faith in technology to generally drive economic growth,” said Duncan
Clark, the founder of advisory group BDA China. 

Under Mr Xi, the party has increased its behind-the-scenes influence in all levels of civil society,
from universities to Chinese media. 

More than 30 state-owned enterprises listed in Hong Kong added lines in their articles of
association this year that placed the party, and not the state, as playing a core role in company
management. 

“There’s widespread recognition that the private sector is a driver of economic growth and
prosperity and particularly of employment. Innovation is the buzzword of the day in policy circles,”
said Mr McArver. 

However, analysts warn that the party wants to limit the clout of China’s tech sector as ever more
powerful companies amass user data and cash. 

To remain in favour with the government, three of China’s biggest tech groups — Baidu, Alibaba
and Tencent — have been careful to demonstrate loyalty to the party, said Shaun Rein, managing
director of China Market Research Group.

“[The groups] almost have more power than the SOEs [state-owned enterprises] right now, but the
government trusts them to heed their call to do whatever the regulatory bodies want,” he said.

Twitter: @emilyzfeng
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Nokia agrees on 'Shanghai Bell' joint 
venture with China Huaxin 

2  M I N  R E A D  

 

The Nokia headquarters is seen in Espoo, Finland, July 28, 2015. REUTERS/Mikko Stig/Lethikuva 

HELSINKI (Reuters) - Finnish telecom equipment maker Nokia said it had agreed to create a 
Chinese joint venture with Huaxin in a move that could pave the way for China’s approval for 
Nokia’s proposed takeover of Alcatel-Lucent. 

The joint venture, to be named Nokia Shanghai Bell, will be built upon a similar, long-time joint 
venture between France’s Alcatel-Lucent and China Huaxin, which is a state-owned Chinese 
investment company. 

According to a memorandum of understanding, Nokia said it expects to hold 50 percent plus 
one share in the new joint venture, with Huaxin holding the remaining shares. 

China is the last major jurisdiction still to approve Nokia’s 15.6 billion euro ($17.6 billion) 
takeover of Alcatel. 

“With this MoU now in place, we will... work closely with our new partners to make the case for 
swift approval of the proposed combination,” Nokia CEO Rajeev Suri said in a statement. 



Nordea analyst Sami Sarkamies said the joint venture deal was a promising sign. 

 “If they have agreed that with a state-backed partner, it likely means that there will be green 
light coming for the whole (Alcatel) deal.” 

The Nokia-Alcatel transaction is expected to close next year. 

Reporting by Jussi Rosendahl; editing by Jason Neely 
Our Standards:     The Thomson Reuters Trust Principles. 
© 2020 Reuters. All Rights Reserved. 
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List of State-owned Enterprises 

Publishing date: December 29, 2017 

No. Enterprise (Group) Name No. Enterprise (Group) Name 

1 
China National Nuclear 

Corporation  
50 

China Energy Conservation and 

Environmental Protection 

Group 

2 
China Aerospace Science and 

Technology Corporation  
51 

China International Engineering 

Consulting Corporation 

3 
China Aerospace Science and 

Industry Corporation  
52 

China Chengtong Holdings 

Group Ltd. 

4 
Aviation Industry Corporation of 

China, Ltd.  
53 

China National Coal Group 

Corp. 

5 
China State Shipbuilding 

Corporation Limited  
54 

China Coal Technology & 

Engineering Group 

6 
China Shipbuilding Industry 

Corporation  
55 

China Academy of Machinery 

Science and Technology Group 

Co., Ltd. 

7 
China North Industries Group 

Corporation   
56 Sinosteel Corporation 

8 
China South Industries Group 

Corporation  
57 

China Iron & Steel Research 

Institute Group 

9 
China Electronics Technology 

Group Corporation  
58 

China National Chemical 

Corporation 

10 
Aero Engine Corporation of 

China  
59 

China National Chemical 

Engineering Group Corporation 

Ltd. 

11 
China National Petroleum 

Corporation  
60 

China National Salt Industry 

Corporation 

12 
China Petrochemical 

Corporation  
61 

China National Building 

Material Group Co., Ltd. 

13 
China National Offshore Oil 

Corporation  
62 

China Nonferrous Metal Mining 

(Group) Co., Ltd. 

 

 

 



14 State Grid Corporation of China 
 

63 
General Research Institute for 

Nonferrous Metals 

15 
China Southern Power Grid Co., 

Ltd.  
64 BGRIMM Technology Group 

16 China Huaneng Group Co., Ltd. 
 

65 
China International Intellectech 

Corporation 

17 China Datang Corporation 
 

66 
China Academy of Building 

Research 

18 China Huadian Corporation Ltd. 67 CRRC Corporation Limited 

19 
State Power Investment 

Corporation  
68 

China Railway Signal and 

Communication (Group) 

Corporation Limited 

20 China Three Gorges Corporation 69 China Railway Group Limited 

21 
China Energy Investment 

Corporation  
70 

China Railway Construction 

Corporation Limited 

22 
China Telecom Corporation 

Limited  
71 

China Communications 

Construction Company Limited 

23 
China United Network 

Communications Group Co., 

Ltd. 
 

72 
China Potevio Group 

Corporation 

24 China Mobile Limited 
 

73 
Datang Telecom Technology & 

Industry Group 

25 China Electronics Corporation 
 

74 
China National Agricultural 

Development Group Co., Ltd. 

26 FAW Group Corporation 75 China Silk Corporation 

27 Dongfeng Motor Corporation 
 

76 
China Forestry Group 

Corporation 

28 China First Heavy Industries 
 

77 
China National Pharmaceutical 

Group 

29 
China National Machinery 

Industry Corporation Ltd.  
78 China Poly Group Corporation 

30 Harbin Electric Corporation 
 

79 
China Construction Technology 

Consulting Co., Ltd. 

31 Dongfang Electric Corporation 
 

80 
China Metallurgical Geology 

Bureau 

32 Ansteel Group Corporation 
 

81 
China National Administration 

of Coal Geology 

33 
China Baowu Steel Group 

Corporation  
82 

Xinxing Cathay International 

Group 

34 Aluminum Corporation of China 
 

83 
China TravelSky Holding 

Company 

35 
China Cosco Shipping 

Corporation Limited  
84 

China National Aviation Fuel 

Group Limited 



36 
China National Aviation Holding 

Company  
85 

China Aviation Supplies 

Holding Company 

37 
China Eastern Airlines 

Corporation Limited  
86 

Power Construction 

Corporation of China 

38 
China Southern Airlines 

Company Limited  
87 

China Energy Engineering 

Group Co., Ltd. 

39 Sinochem Group 
 

88 
China National Gold Group 

Co., Ltd. 

40 
China National Cereals, Oils and 

Foodstuffs Corporation  
89 

China General Nuclear Power 

Corporation 

41 China Minmetals Corporation 90 China Hualu Group Co., Ltd. 

42 China General Technology 91 Nokia Shanghai Bell Co., Ltd. 

43 
China State Construction 

Engineering Corporation Ltd.  
92 

FiberHome Telecommunication 

Technologies Co., Ltd.  

44 
China Grain Reserves 

Corporation  
93 OCT Group 

45 
State Development & 

Investment Co., Ltd.  
94 

Nam Kwong (Group) Company 

Limited 

46 China Merchants Group 95 China XD Group Co., Ltd. 

47 
China Resources (Holdings) Co., 

Ltd.  
96 

China Railway Materials 

Company Limited 

48 

China National Travel Service 

Group Corporation Limited 

[China Travel Service 

(Holdings) Hong Kong Limited] 

 
97 

China Reform Holdings 

Corporation Ltd. 

49 
Commercial Aircraft 

Corporation of China, Ltd.    

 

 



I, Jing Zhang, certify that I am fluent in the Chinese (Mandarin) and English languages, and that 
the above/attached documents are an accurate translation of the document attached entitled " ( 

PE) ..?1 -11A-RLIA 0'-?914:itet, fil&hi-A---" and "List of State-owned Enterprises" 
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Introduction

The lack of a clear successor to Xi Jinping among the members of the
Politburo Standing Committee of the Chinese Communist Party (CCP)
announced in October 2017 was a fitting end to the administration’s

first five years (see the article by Dimitar Gueorguiev in this issue). With Xi
already established as China’s “core leader,” the 19th National Party
Congress enshrined his political thought, his signature Belt and Road Initia-
tive, and his supply side structural reform approach in the Party Constitu-
tion. Popular comparisons of Xi and Mao Zedong have become
commonplace. Both men are portrayed as exceptionally powerful individual
leaders, willing to embrace the personalised use of authority, and deeply
committed to the Party as a force in political and daily life. And like Mao,
Xi has shown he is willing to rewrite the rules and norms of Chinese politics,
most recently by amending China’s constitution in March 2018 to eliminate
term limits for the positions of president and vice president. Yet analysis of
how Xi and his administration have successfully consolidated authority over
China’s politics and economy must be grounded in close study of the struc-
ture and functioning of the country’s political system. In this article, I in-
vestigate the Xi regime’s recentralisation of authority in the critical realm
of China’s state-owned economy. 

Despite the Hu Jintao administration’s early efforts to strengthen central
authority over the state sector, Hu’s time in office ultimately became a pe-
riod in which state-owned enterprises grew more politically influential and
difficult to monitor. Many state firms and their leaders became increasingly
autonomous from the central government in practice, even where this au-
tonomy was not enshrined in policy (Xu 2016; Xu 2018). In 2003, the in-
coming Hu administration attempted to bolster central authority by
establishing the State-owned Assets Supervision and Administration Com-
mission (guoyou zichan jiandu guanli weiyuanhui 国有资产监督管理委员

会 – SASAC) and authorising it to administer an initial portfolio of 189 cen-
tral state-owned enterprises. (1) The National Development and Reform
Commission (NDRC) also played a growing role in governing the state sec-

tor through its authority over domestic infrastructure spending and ap-
provals for outbound investments, both of which increased dramatically
after the onset of the global financial crisis in 2008. 

However, as the 2000s went on, SASAC’s efforts to corporatise and mar-
ketise state firms faltered on state firms’ recalcitrance and greater involve-
ment by the Central Organisation Department, which had grown concerned
with declining Party authority. Just as importantly, rapid growth in state-
owned enterprises’ size, complexity, and global reach throughout the 2000s
simply outstripped the central government’s monitoring capacity. The av-
erage number of central state-owned enterprise subsidiaries, for example,
more than doubled from 82 in 2003 to 191 in 2010 (Hsieh and Zheng 2015:
21). As SASAC found itself unable to rein in state-owned enterprises’ empire
building at home, the NDRC struggled to supervise their shopping spree in
energy and natural resources overseas. 

Facing this situation, the Xi administration has utilised and also enhanced
four existing governance mechanisms and techniques to reclaim authority
over China’s state-owned enterprises and the reform process. Specifically,
these governance mechanisms and techniques are: central leading small
groups, the cadre management system, Party committees, and campaigns.
First, by creating new central leading small groups and empowering their
staff offices to direct policy coordination and formulation, the Xi adminis-
tration weakened the authority of other actors engaged in state-owned en-
terprise reform, most notably SASAC and the NDRC. The regime also used
the cadre management system and its practices—in particular leadership
rotation and joint appointments—to shake up enterprise management and
increase Party control over the largest and most strategically important
state firms. In addition, the Xi administration strengthened Party commit-
tees’ leadership role in the governance of state-owned enterprises through
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1. Prior to SASAC’s establishment, multiple Party and government bodies shared authority for state-
owned enterprise affairs, including: the Central Planning Commission, the Ministry of Labor and
Social Security, the Ministry of Finance, the State Council’s Inspector’s Office, the Organization
and Personnel Departments, the Central Work Committee for Large Enterprises, and the State Eco-
nomic and Trade Commission.
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ABSTRACT: How has the Xi Jinping administration recentralised authority over China’s politics and economy? Studies of Xi’s rule often suggest that
his “core leader” status, revolutionary heritage, and informal network of loyalists underpin this consolidation of central control. In contrast, this
article focuses on the state sector to highlight how the Xi administration’s recentralisation of authority is grounded in existing governance mecha-
nisms and techniques: central leading small groups, the cadre management system, Party committees, and campaigns. Using policy documents and
an original dataset on central state-owned enterprise leaders, I provide evidence that the Xi administration has leveraged each of these four methods
to reclaim central authority relative to the preceding Hu Jintao administration. These findings contribute to scholarship on adaptive authoritarian
governance and economic reform in China by underscoring that administrations can use existing instruments of central control in divergent ways.
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high-level statements and changes to corporate charters and the Party Con-
stitution. Finally, the new leadership launched a far-reaching anti-corruption
campaign in which the state sector was a top focus. I reach these findings
through analysis of policy documents and an original dataset on central
state-owned enterprise leaders.

Research on the shifting locus of central authority in China often concen-
trates on formal changes in decision-making authority for personnel ap-
pointment, resource allocation, and policy-making and implementation.
Such changes include the extension or withdrawal of authority for a par-
ticular issue area among different levels of government. These formal mod-
ifications also encompass the creation, modification, or elimination of rules,
governance mechanisms, and techniques in a given policy domain. For in-
stance, scholars might investigate new regulations in a particular area, such
as environmental or fiscal policy, or even entirely redesigned institutional
arrangements, such as experiments with participatory budgeting (He and
Warren 2017; Yan and Xin 2016; Ye 2018). 

In contrast, this article emphasises that the recentralisation of authority
can also occur by altering actual practice—changing how existing gover-
nance mechanisms operate by taking advantage of the discretion that is
often built into formal institutions. For example, the Party centre may use
its longstanding power of personnel appointment to deliberately place of-
ficials with stronger ties to central-level government and Party organs in
wealthier provinces with larger private sectors and greater openness to for-
eign capital (Huang 2006). Since formal analysis of institutional mecha-
nisms cannot reveal practices such as installing selected personnel in key
posts, empirical analysis of how governance mechanisms actually func-
tion—across bureaucratic units and over time—is essential in order to un-
derstand the Chinese leadership’s evolving strategies of control. 

Multiple factors make the state-owned economy a critical site in which
to analyse the Xi administration’s governance. The first factor is the state-
owned economy’s enduring material and ideological importance in China.
State-owned enterprises’ contribution to gross industrial output has been
estimated at between 25 percent and 30 percent as of the mid-2010s, and
their share of fixed-assets investment has actually been rising since 2012
after decades of decline (Lardy 2014). (2) In addition, the sheer size and global
expansion of Chinese state-owned enterprises mean that how China’s lead-
ership governs the state sector impacts markets, local communities, and
the environment worldwide. China’s “national champions” are among the
world’s largest firms by revenue—67 companies owned by the central gov-
ernment ranked on the 2017 Fortune Global 500 list—and hold 6 trillion
yuan (904 billion USD) in assets in more than 185 countries as of 2017. (3)

Finally, since state-owned enterprises embody the nexus between the gov-
ernment and the economy, state sector reform provides a lens on a range
of broader governance issues, such as changing ideas about the state’s role
in the economy, the ends and means of state influence, and the shifting
balance between political control and market liberalisation. 

This article contributes to scholarship on adaptive authoritarian gover-
nance and economic reform in China in several ways. First, it stresses that
administrations can consolidate central authority through existing gover-
nance mechanisms and techniques, not only by creating, modifying, or elim-
inating institutions and rules. The second contribution is that the piece
analyses empirically whether different administrations employ these instru-
ments in divergent ways in order to increase central government control.
In doing so, it goes beyond formal, theoretical analysis of particular institu-
tional mechanisms and techniques, such as the cadre management system’s

function of integrating fragmented government bureaucracies or that sys-
tem’s role in fostering competition among local officials (Brødsgaard 2012;
Brødsgaard 2016; Chen 2016; Landry 2008; Zhou 2018). Finally, unlike schol-
arship that emphasises institutional entrepreneurship or institutional origins,
this article highlights institutional flexibility—how existing mechanisms
and techniques of governance in a particular policy area can yield divergent
empirical outcomes in the hands of different administrations (Heilmann
and Perry 2011; Jin and Tsai 2011; Li, Feng, and Jiang 2006).

Central state-owned enterprises

This study focuses on the non-financial state firms owned by China’s central
government (zhongyang guoyou qiye 中央国有企业) and administered by
SASAC. At the end of 2017, there were 97 such firms. (4) Central state-owned
enterprises are concentrated in strategically important industries with limited
competition, such as defence, electricity, petroleum, and telecommunications
(Hsueh 2011). (5) But they also operate in more commercially-oriented and
competitive industrial sectors, ranging from automobiles to metals to elec-
tronics. Central state-owned enterprises have long been key players in China’s
domestic industrialisation and industrial policy. Today they also play a leading
role in economic statecraft abroad, most notably in the Xi administration’s
Belt and Road Initiative to advance infrastructure connectivity and economic
development across regions from Central Asia to Africa. 

Central state-owned enterprises are officially separated into two groups
based on their size and strategic importance. The first group is a batch of
“core” firms termed “important backbone state-owned enterprises”
(zhongyao gugan guoyou qiye 重要骨干国有企业). This set includes China’s
largest and best-known state firms, such as State Grid, China National
Petroleum Corporation, and Sinopec. There were 53 core central state-
owned enterprises at the start of Xi’s leadership term in 2012 (Brødsgaard
2012). (6) The second group, comprising the remaining central state-owned
enterprises, is more diverse. It includes a mix of global industry leaders,
lesser-known industrial conglomerates, and state-run research and design
institutes. Due to this variation in size and strategic importance, central
state-owned enterprises and their leaders have different formal adminis-
trative standing: those in the first group have the equivalent of vice-minis-
terial ranking (fubuji 副部级 ) and those in the second one possess the
equivalent of department-level ranking (zhengtingji 正厅级). 

Central state-owned enterprises are typically structured as large enterprise
groups (qiye jituan 企业集团). At the apex of each enterprise group is a state
holding company wholly owned by SASAC. Below this is a multi-layered
and often opaque constellation of as many as 100 to 200 member compa-
nies, including joint venture firms, research institutes, finance companies,
and other bodies. Each member company may itself have subsidiary com-
panies or hold stakes in multiple other enterprises (Milhaupt and Lin 2013).
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2. Gavekal Dragonomics, “The State of the State Sector,” Research Report, March 2017.

3. “Overseas Assets Held by China’s Centrally owned Firms Top 6 Trillion Yuan,” Reuters, 18 October
2017, https://uk.reuters.com/article/uk-china-congress-soes/overseas-assets-held-by-chinas-cen-
trally-owned-firms-top-6-trillion-yuan-idUKKBN1CN1EN (accessed on 1 May 2018). 

4. A list of these central state-owned enterprises is available on SASAC’s website, http://www.sasac
.gov.cn/n2588035/n2641579/n2641645/index.html (accessed on 1 May 2018). 

5. In 2006, the State Council designated seven industries where the state will keep “absolute control”
(defence, electricity, petroleum, telecommunications, coal, aviation, and shipping) and nine in-
dustries where the state will maintain “strong influence” (machinery, electronics, information
technology, automobiles, steel, nonferrous metals, chemicals, and construction).

6. See Brødsgaard (2012) for a list of the core 53 central state-owned enterprises. The number of
core firms has since decreased slightly due to ongoing mergers among them. 
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Within a single central state-owned enterprise, its member companies may
vary significantly in their size, performance, industry focus, and geographic
location of operations (Leutert 2016). The following analysis addresses how
the Xi administration has governed these central state-owned enterprises,
and the state-owned economy more broadly, during its first term.

Reclaiming central authority under Xi

Central leading small groups

When Xi assumed leadership in 2012, he faced the aftermath of a decade
of rapid expansion and weak internal discipline in the state sector. The first
way in which his administration has reclaimed central authority is by ex-
tending the existing governance mechanism of central leading small groups
(zhongyang lingdao xiaozu 中央领导小组), especially those associated with
Party bodies, deeper into the economic realm. Leading small groups are
supra-ministerial, extra-constitutional organisations that bring together
high-ranking officials from the government agencies, Party organs, and/or
the military who are involved in decision-making for particular policy areas
(Heilmann 2017). (7) Leading small groups are a long-standing governance
mechanism in China present at all levels of Party and government organi-
sation (Grünberg 2015; Hamrin 1992; Miller 2008; Zhou 2010; Zhou 2015). 

In theory, by convening officials from same-ranked bureaucratic units under
a higher authority, leading small groups serve as an institutional mechanism
for negotiation and decision-making by breaking stalemates among relevant
players. This function is especially important when reform policies signifi-
cantly alter existing allocations of resources and authority (Grünberg 2016).
At the central level, leading small groups’ staff offices further support this
function by preparing independent assessments based on input from group
members and by commissioning research from government-affiliated think
tanks (Heilmann 2017). The Chinese leadership may charge these groups
with carrying out broad, strategic policy mandates or more specific, issue-
oriented objectives; they may be permanent (changshe xing 常设型) or term-
based in nature (jieduan xing 阶段型) (Grünberg 2015; Zhou 2010). 

During the Hu administration, central leading small groups did not play a
major role either in making policy or in coordinating state-owned enterprise
reform. Instead, Hu intended for the newly-created SASAC to take the lead
with the NDRC playing a supporting role. SASAC’s full ministerial rank and
relatively large personnel allocation reflected the authority originally vested
in it to guide future state-owned enterprise reform. Under Hu, the NDRC
also participated in reshaping the state sector by coordinating among state-
owned enterprises and mediating their disputes, especially in electricity and
coal, and by supervising state firms’ overseas investments. The only cen-
tral-level leading small group responsible for economic matters—the Cen-
tral Leading Group on Financial and Economic Affairs—served more as a
body for deliberation on economic strategy and crisis management than it
did as a key player tasked with advancing the policy agenda in specific areas
such as state-owned enterprise reform (Miller 2008). 

In contrast, the Xi administration actively employed central leading small
groups to direct state-owned enterprise reform during its first term. In 2013, the
regime created the Central Leading Group for Comprehensively Deepening Re-
forms (zhongyang quanmian shenhua gaige lingdao xiaozu 中央全面深化改革

领导小组), which Xi himself chaired. This body had a specialised subgroup for
Economic System and Ecological Civilisation System Reform (jingji tizhi he
shengtai wenming tizhi gaige 经济体制和生态文明体制改革), which senior eco-

nomic bureaucrats Liu He and Xu Shaoshi jointly chaired. In practice, the staff
office for daily operations of the pre-existing Central Leading Group on Financial
and Economic Affairs functioned during Xi’s first five years as the de facto head-
quarters of the Economic System sub-group (Naughton 2014). (8)

This staff office, headed by Liu He, became the highest authority for coordi-
nating with relevant players to create a state-owned enterprise reform
roadmap under the aegis of Xi’s “top-level design” (dingceng sheji 顶层设计).
Its assumption of this role reduced the authority of previously powerful bodies
such as the NDRC and SASAC, which was further weakened by the removal
of its head Jiang Jiemin on corruption charges in 2013. In a “push and seize”
approach, central leading small groups aimed to make major policy advances
while minimising the influence of other actors who would have benefited from
maintaining the status quo (Heilmann and Perry 2011). On paper, a flurry of
activity has occurred: during the first five years of the Xi administration, the
Central Leading Group for Comprehensively Deepening Reforms met 38 times
and approved 12 policy documents related to state-owned enterprise reform.(9)

However, the limits of using central leading small groups to advance
state-owned enterprise reform are increasingly apparent. The first of these
constraints is that while broad, consensus-based decision-making can ef-
fectively integrate information and views from multiple stakeholders,
these stakeholders continue to advocate for their own particularistic in-
terests, dragging out the policy-making process and potentially diluting
its products. For example, the first major policy deliverable of the Central
Leading Group for Comprehensively Deepening Reforms and its Economic
Reform subgroup, the “Guiding Opinions of the Central Committee of the
Communist Party of China and the State Council on Deepening the Re-
form of State-Owned Enterprises” (zhonggong zhongyang, guowuyuan
guanyu shenhua guoyou qiye gaige de zhidao yijian 中共中央、国务院关

于深化国有企业改革的指导意见), was delayed repeatedly. Upon release
in September 2015, the “Guiding Opinions” drew criticism by some as
lacking a vision for transformative change, being unclear about action
points, and not specifying a timeline for next steps. (10) A second limitation
is that the strength of leading small groups as supra-ministerial coordi-
nating mechanisms during the policy-making stage becomes a source of
weakness during policy implementation. This is because implementation
ultimately relies on the very bureaucratic entities that leading small
groups were originally set up to circumvent. The last but not least pitfall
is that the Xi administration’s embrace of leading small groups to design
the reform agenda narrows the space for bottom-up experimentation and
innovation, by circumscribing potential experimentation within largely
preordained formal pilot programs. 

Cadre management system

The next mechanism by which the Xi administration has reclaimed cen-
tral authority over state-owned enterprises is the cadre management sys-
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7. As Heilmann (2017) observes, the extra-constitutional nature of leading small groups is manifest
in their inability to issue formal Party or government documents in their own names; instead,
they must use the formal authority of the Politburo and/or the State Council. 

8. The Xi administration also established parallel leading small groups charged with deepening reform
of the state sector in the State Council and SASAC. 

9. A full list of these documents is available from the author upon request. 

10. For a critical view of the “Guiding Opinions,” see Sheng Hong, “我为什么否定这次’国企改革’?”
(Wo weishenme fouding zheci ‘guoqi gaige’? Why do I reject this round of state-owned enterprise
reform?), Unirule Institute of Economics, 15 September 2015, http://blog.caijing.com.cn/
expert_article-151259-86280.shtml (accessed on 1 May 2018).
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tem. Heads of China’s central state-owned enterprises are not simply cor-
porate executives; they are also government officials appointed, trans-
ferred, and removed by the Party-state (Brødsgaard 2012; Chen 2015;
Leutert 2018). The Central Organisation Department, in consultation with
higher Party authorities, appoints the top executives for the core central
state-owned enterprises. Specifically, these positions are: Party committee
secretary (dangwei shuji 党委书记), general manager (zongjingli 总经理)
or president (zongcai 总裁), and chair of the board of directors (dong-
shizhang 董事长), if one exists. Using original data on the leaders of China’s
core central state-owned enterprises, I find that the Xi regime has used
two of the cadre management system’s tactics—joint appointment and
leadership rotation—in a somewhat different manner from the preceding
regime. (11)

Joint appointments among central state-owned enterprise leaders—in
which an individual holds two or more of the top three executive positions
simultaneously—are an important yet under-theorised means of central
control. (12) These appointments function as a mechanism to centralise au-
thority because consolidating decision-making power in the hands of a
smaller number of individuals, or even of a single individual, simplifies the
chain of command between the Party-state and central state-owned en-
terprises. In effect, this practice reduces the number of organisation-level
veto points to superiors’ directives. Such joint appointments between top
managerial and Party positions, which dissolve the division of labour and
implicit separation between commercial and political affairs, can also be
seen as a way to restrict managerial independence by bringing enterprise
managers firmly into the political realm. Analysing the incidence of joint
appointments can thus illuminate changes in the Party centre’s exercise
of authority over state-owned enterprises, with higher incidence of joint
appointments indicating greater centralisation of authority. 

Leadership rotation—when the head of one central state-owned enter-
prise is appointed directly to a top executive position in another—is another
key mechanism of central control over state-owned enterprises. (13) The
Party centre can use this tactic to shake up existing leadership teams and
to limit the potential risk of departmentalism (benweizhuyi 本位主义), a
phenomenon in which long-serving individuals in specialised bureaucracies
come to evaluate policy priorities from the perspective and interests of their
own organisations (Lieberthal and Oksenberg 1988). Rotating the top ex-
ecutives of state firms in a particular industry limits their ability to develop
deep personal networks and autonomous bases of influence in their enter-
prises. The Party centre can also use leadership rotation as a step in an anti-
corruption investigation, because moving an executive from one state firm
to another can help to facilitate scrutiny of potential illicit behaviour in the
original firm. (14) Higher frequency of leadership rotation thus suggests an
increase in central control over state-owned enterprises. 

Drawing on an original dataset on China’s central state-owned enterprise
leaders, I find that the Xi administration has used both joint appointments
and leadership rotation to recentralise its authority relative to the Hu ad-
ministration. (15) First, the data show that the incidence of joint appoint-
ments combining two or more of the top three executive positions in the
core central state-owned enterprises has increased under Xi. The average
incidence of any combination of joint appointments during the first term
of the Xi administration (2013–2017) was 89%, up from 76% during the
Hu administration (2003–2012). 

In addition, the specific leadership roles that joint appointments combine
have varied between the Hu and Xi administrations (see Figure 1 below).

By the end of Xi’s first term in 2017, the percentage of China’s core central
state-owned enterprises led by leaders serving simultaneously as board
chairman and Party secretary topped 90%. The dominance of board chair-
man–Party secretary joint appointments during the Xi administration di-
verges from the Hu regime, when the general manager–Party secretary
pairing was prevalent and the board chairman–Party secretary combination
was also common but less frequent. A key reason for this difference is the
fact that many core central state-owned enterprises did not establish boards
of directors at the holding company level until the early 2010s. Increase in
the incidence of joint appointments combining the board chairman and
Party secretary positions under Xi thus reflects a dual ambition to develop
formal corporate governance institutions in the core central state-owned
enterprises—and to ensure the Party’s leadership role within them. 

The Xi administration also significantly increased the frequency of lead-
ership rotation among China’s core central state-owned enterprises. Dur-
ing the decade-long Hu administration, 14 transfers of top executives
from one core central state-owned enterprise to another took place, with
leadership rotation occurring at an average rate of 1.4 transfers per year.
In contrast, 19 such transfers have already taken place during only the
first five years of the Xi administration, with the average rate of leadership
rotation more than doubling to reach 3.8 transfers per year (see the Ap-
pendix for a detailed list of transfers). This increase suggests that the Party
centre under Xi is taking a more hands-on approach to managing person-
nel affairs in China’s largest and most strategically important state firms. 

Party committees

The third way in which the Xi administration has recentralised its authority
over state-owned enterprises is by strengthening Party committees’ role in
corporate governance. In 1999, the top leadership under Jiang Zemin man-
dated that state firms establish “an effective corporate governance structure”
(youxiao de faren zhili jiegou 有效的法人治理结构)—the first time that the
term “corporate governance” appeared in an official document. (16) State-
owned enterprises began to set up the “new three committees” (xin san hui
新三会) at the holding company level: the board of directors, the supervisory
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11. In this section’s empirical analysis, I only examine core central state-owned enterprises and their
leaders, rather than both core and non-core central state-owned enterprises and their leaders.
Pooling these two sets of firms and their leaders together for analysis is not advisable because
different bodies appoint their heads. The Central Organization Department appoints the heads of
the core central state-owned enterprises in conjunction with higher Party authorities, whereas
SASAC appoints the heads of the non-core central state-owned enterprises. 

12. There are four possible types of joint appointments combining the top three executive positions:
general manager–Party secretary, board chairman–Party secretary, general manager–board chair-
man, and general manager–Party secretary–board chairman. 

13. In addition to the centralisation of authority, leadership rotation can also serve other aims, such
as facilitating the planned consolidation of state-owned enterprises in a particular sector or fos-
tering organisational learning.

14. For example, this was the case with Chang Xiaobing, who was rotated from China Unicom to
China Telecom while under investigation for corruption and who served there briefly until his
arrest in December 2015. 

15. This database covers the period between 2003 and 2017 and includes information on central
state-owned enterprise leaders’ leadership rotation and joint appointments compiled from their
official CVs, which were available on company websites or publicly online; the Chinese Political
Elites database hosted by National Chengchi University; and official Chinese media reports. I
choose 2003 as the starting point because SASAC was established in that year; 2017 marks the
endpoint of Xi’s first leadership term.

16. The Chinese term initially used for corporate governance was “faren zhili jiegou 法人治理结构”;
later it was commonly referred to as “gongsi zhili zhidu 公司治理制度” or “gongsi zhidu 公司制
度.” Central Committee of the Communist Party of China, “中共中央关于国有企业改革和发
展若干重大问题的决定” (Zhonggong zhongyang guanyu guoyou qiye gaige he fazhan ruogan
zhongda wenti de jueding, Decision on major issues concerning the reform and development of
state-owned enterprises), 22 September 1999.
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committee, and the shareholders meeting. (17) The objective was to increase
operational efficiency through an implied division of labour between state-
owned enterprises’ political, social, and personnel affairs, which Party com-
mittees would continue to manage, and their commercial affairs, which the
board of directors and supervisory committee would lead with shareholder
input. These steps to develop corporate governance expanded enterprise man-
agers’ autonomy for company decision-making relative to central-level gov-
ernment and Party authorities, even if this independence remained limited. 

The Xi administration has bolstered existing Party committees’ role in cor-
porate governance in two complementary ways. The first is high-level state-
ments affirming Party committees’ leadership role and authority to
participate in “major decisions” involving state-owned enterprises’ opera-
tions, personnel affairs, investment, and spending. In May 2016, for example,
SASAC’s Party Committee published an article in a leading Party journal
stating that major decisions must be first discussed by the Party commit-
tees of state-owned enterprises before being decided by their boards of di-
rectors. (18) In October 2016, Xi Jinping personally addressed a national
meeting on Party building in state-owned enterprises and emphasised that
Party organisations should serve a “leadership core” function as well as a
“political core” function in state firms. (19)

The second way in which the Xi regime has increased Party committees’
influence in the governance of state-owned enterprises is by institutional-
ising their leadership role. In January 2017, SASAC ordered central state-
owned enterprises to revise their corporate charters to formalise
requirements for Party-building work and the Party committee’s part in cor-
porate governance. (20) In September 2017, SASAC announced that all of the
then 98 central state-owned enterprises under its supervision had imple-

mented this change. (21) The Xi administration further enshrined the Party
committee’s authority to “play a leadership role” (fahui lingdao zuoyong 发
挥领导作用) in state-owned enterprise decision-making by adding this
phrase to the Party Constitution at the 19th Party Congress in October
2017. 

While affirming and formalising Party committees’ influence in state-
owned enterprises sends a powerful signal of central authority, it does entail
several real-world costs. First, bolstering the Party’s leadership role risks un-
dermining the Xi regime’s “mixed ownership” strategy for state-owned en-
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17. The “old three committees” (lao san hui 老三会) referred to the Party committee, workers rep-
resentative assembly, and workers union. 

18. SASAC Party Committee, “在全面深化国有企业改革中加强党的建设工作” (Zai quanmian
shenhua guoyou qiye gaige zhong jiaqiang dang de jianshe gongzuo, Strengthening Party building
work in the process of comprehensively deepening state-owned enterprise reform), Qiushi (Seek-
ing Truth), 31 May 2016, http://www.qstheory.cn/dukan/qs/2016-05/31/c_1118938354.htm (ac-
cessed on 1 May 2018). 

19. “习近平在全国国有企业党的建设工作会议上强调:坚持党对国企的领导不动摇” (Xi Jin-
ping zai quanguo guoyou qiye dang de jianshe gongzuo huiyi shang qiangdiao: jianchi dang dui
guoqi de lingdao bu dongyao, Xi Jinping stressed at the national state-owned enterprise Party-
building work conference: insistence on the Party’s leadership of state-owned enterprises is un-
shakable), Xinhua News, 11 October 2016, http://www.xinhuanet.com/2016-10/11/c_1119
697415.htm (accessed on 1 May 2018). 

20. SASAC, “关于加快推进中央企业党建工作总体要求纳入公司章程有关事项的通知”
(Guanyu jiakuai tuijin zhongyang qiye dangjian gongzuo zongti yaoqiu jieru gongsi zhangcheng
youguan shixiang de tongzhi, Notice on matters regarding speeding up and advancing the inclu-
sion of overall requirements for central state-owned enterprises’ Party-building work in corporate
charters), 3 January 2017.

21. “ 国资委：要吸引各种所有制企业参与国企改革” (Guoziwei: yao xiyin ge zhong suoyouzhi
qiye canyu guoqi gaige, SASAC: Enterprises of all ownership types should be attracted to partic-
ipate in state-owned enterprise reform), Southern Weekly, 29 September 2017,
http://www.infzm.com/content/129480 (accessed on 1 May 2018). 
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terprise reform. (22) Buy-in from the private sector is essential for “mixed
ownership” to succeed. But many potential investors remain sceptical that
their interests as minority shareholders will be protected, despite existing
formal guarantees in state-owned enterprises’ corporate charters (Lin and
Chang working paper). Affirming Party committees’ role in company deci-
sion-making will further exacerbate private firms’ wariness, because it un-
derscores the state’s willingness to subordinate commercial objectives, such
as profit maximisation, to political imperatives, such as stability or employ-
ment. More broadly, formalising Party committees’ “leadership role” in cor-
porate governance has reputational costs, especially for state-owned
enterprises operating overseas. Amid rising concern in capitals around the
world about Chinese state-owned enterprises’ foreign investments, this
move is likely to heighten perceptions that these companies are directed
and supported by the state. 

Campaigns

The final means by which the Xi administration has recentralised authority
over state-owned enterprises and the reform process is its use of campaigns.
Campaigns differ from central leading small groups, the cadre management
system, and Party committees because they are a technique rather than a
mechanism of governance. Employed widely during the Mao era and con-
tinuing in use thereafter, campaigns leverage high levels of bureaucratic and
citizen mobilisation to transform existing organisations and practices in a
particular policy area (Looney 2012). Campaigns vary along multiple di-
mensions: their objectives, their scope (the number, administrative ranking,
and geographic location of the organisations or individuals targeted), their
duration, and the severity of the punishments they mete out.

The “managed campaigns” of the reform era can serve to centralise Chi-
nese leaders’ authority in several ways (Perry 2011). In the short term, this
governance technique mobilises mass participation and resources toward
goals that leaders determine, shaking up the status quo in the process. Lead-
ers can also use campaigns to target and facilitate the removal of individuals
perceived to be their present or potential future political adversaries, and
to promote political allies in their place. In the long term, these mobilisa-
tions can also bolster central authority by demanding loyalty and increasing
pressure for ideological conformity. 

The far-reaching anti-corruption campaign that Xi launched in 2012 after
assuming leadership has become a key hallmark of his rule. Central state-
owned enterprises, notorious for their weak oversight and byzantine organ-
isational structures, quickly found themselves in the crosshairs of Xi’s
anti-corruption drive. The Central Commission for Discipline Inspection
(CCDI) carried out three successive waves of anti-graft inspections targeting
the core central state-owned enterprises—at 2 firms in 2013, 10 firms in
2014, and 43 firms in 2015—before it reported this phase of the campaign
officially complete in 2016. (23) By the end of Xi’s first five years in office, 12
top executives of the core central state-owned enterprises had fallen on
corruption charges. (24)

In contrast, the Hu administration’s efforts to combat corruption were
narrow in scope, ranked lower among official priorities, and were typi-
cally amalgamated into broader Party building initiatives. (25) During
the Hu regime, the CCDI was not the muscular political and policy actor
that it would later become under Xi. While anti-corruption featured
regularly in official reports and remained a key component of Party ed-
ucation in the Hu years, there were no far-reaching, coordinated cam-

paigns focused primarily on this issue. Only two top executives of the
core central state-owned enterprises were officially removed on cor-
ruption charges under Hu—far fewer than the 12 top executives re-
moved under Xi. (26)

But while campaigns can deliver rapid change and even catalyse broader
transformation in a particular policy area, their utility is ultimately restricted.
Since Xi’s anti-corruption campaign operates outside existing systems of
governance in SASAC and central state-owned enterprises, it has limited abil-
ity to facilitate the structural changes essential for genuine long-term im-
provement in areas like auditing and information reporting and transparency.
In addition, the uncertainty and fear that campaigns induce can disrupt or
even paralyse enterprise operations, as individuals seek to avoid mistakes or
worry about punishment for past actions that were previously condoned but
that are now targeted. While the stress that campaigns deliberately cause
can help to weaken resistance to their policy aims and promote self-moni-
toring in the short term, this atmosphere cannot be sustained in the long
term without impacting operational efficiency and incurring significant psy-
chological and physical costs for individuals (Mertha 2017). 

Conclusion

A recentralisation of policy-making, personnel, and Party authority has
characterised the Xi Jinping administration’s governance of the state-owned
economy. Through analysis of policy documents and an original dataset on
central state-owned enterprise leaders, this article identified four existing
governance mechanisms and techniques that the Xi administration has used
to consolidate central control. By expanding central leading small groups
deeper into the economic realm and empowering their staff offices to direct
policy-making, the Xi administration weakened the authority of other actors
engaged in state-owned enterprise affairs and state sector reform. Through
leadership rotation, joint appointments, and strengthening existing Party
committees, it succeeded in shaking up firm management and increasing
Party control over corporate governance. Last but certainly not least, the
Xi administration’s far-reaching anti-corruption campaign sent shockwaves
through the state sector and felled numerous top executives. Instead of as-
suming that authority can only be recentralised through reconfiguring net-
works of the ruling elite or by creating, modifying, or eliminating institutions
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22. “Mixed ownership” refers to the diversification of state-owned enterprises’ shareholding structures
through publicly listing a proportion of state-owned enterprises’ assets, selling a portion of state
shares to the private sector, and/or granting employees stock ownership. 

23. “中央纪委监察部网站已发布央企被查领导64人” (Zhongyang jiwei jianchabu wangzhan yi
fabu yangqi bei cha lingdao 64 ren, CCDI Inspection Department website announced 64 central
state-owned enterprise leaders have been investigated), Xinhua News, 4 January 2016,
http://news.xinhuanet.com/legal/2016-01/04/c_1117665184.htm (accessed on 1 May 2018). 

24. They were: Song Lin (China Resources Group, 2014); Wang Shuaiting (Hong Kong China Travel
Group Co., Ltd., 2014); Sun Zhaoxue (China Aluminum Corporation, 2014); Liao Yongyuan (China
National Petroleum Corporation, 2015); Xu Jianyi (China FAW Group, 2015); Wang Tianpu (China
Petrochemical Corporation, 2015); Si Xianmin (General Manager of China Southern Airlines Group
Company, 2015); Zhu Fushou (General Manager of Dongfeng Motor Corporation, 2015); Deng
Qilin (Wuhan Iron and Steel Group Corporation , 2016); Chang Xiaobing (China Telecom Corpo-
ration, 2016); Cai Xiyou (China Sinochem Corporation, 2016).

25. For example, “actively promoting the building of Party style and anti-corruption work” (jiji tuijin
qiye dangfeng jianshe he fanfu changlian gongzuo 积极推进企业党风建设和反腐倡廉工作)
appears as item 13 in an internal document outlining Party-building work in central state-owned
enterprises. Central Organisation Department, SASAC Party Committee, “关于加强和改进中央
企业党建工作的意见” (Guanyu jiaqiang he gaijin zhongyang qiye dangjian gongzuo de yijian
Opinions on strengthening and advancing central state-owned enterprises’ Party building work),
31 October 2004.

26. Chen Tonghai (China Petroleum and Chemical Corporation, 2007); Kang Rixin (China National
Nuclear Corporation, 2009).
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and rules, this article reveals that administrations can achieve this aim by
using existing instruments of central control in divergent ways. 

The Xi administration’s centralisation of authority over the state sector
has concurrently negated the separation between the government and the
Party that was a key legacy of the Deng era (as the Gueorguiev article has
also discussed in this issue). By increasing board chairman–Party secretary
joint appointments and by strengthening Party committees’ leadership role
in corporate governance, the Xi regime has expanded Party authority be-
yond political and personnel affairs to encompass a broader range of en-
terprise matters. The Xi administration’s March 2018 announcement of
plans to overhaul Party, government, and legislative institutions—including
the conversion of the Central Leading Group for Comprehensively Deepening
Reforms into the Central Comprehensively Deepening Reforms Commission
(zhongyang quanmian shenhua gaige weiyuanhui 中央全面深化改革委员

会)—suggests that the Party’s subsuming of the government is moving
steadily from de facto to de jure. (27) In the coming years, Xi’s drive to for-
malise and institutionalise Party influence—and his own ruling position—
may involve greater efforts to change China’s governance system, not only
leverage existing tools of central control. 

Yet despite the Xi administration’s moves to consolidate central control,
state-owned enterprises are not simply tools of the state. The Xi regime
has paired its recentralisation of political authority in the state-owned
economy with limited steps toward economic liberalisation. Such steps in-
clude experimentation with “mixed ownership” and state capital manage-
ment, which entails granting enterprise leaders greater autonomy for
decisions about operations and managing capital. Overseas, central state-
owned enterprises are quietly shaking off the hand of the state—commer-
cially, if not politically—by investing more of their own capital in
international markets instead of only serving as contractors or relying on
funds from state-owned banks. More unitary chains of political command
linking the Party centre and central state-owned enterprises might provide

clearer channels for political influence, but they do not necessarily equate
linear commercial control. 

Future research on the governance of China’s state-owned economy could
address three areas. First, further investigation is needed to assess whether
this article’s empirical findings concerning cadre management can be ex-
tended beyond the core central state-owned enterprises. Do similar trends
of increased leadership rotation and joint appointments also exist among
the non-core central state-owned enterprises or firms owned by lower levels
of government? A second issue for inquiry concerns specific configurations
of joint appointments. Patterns of joint appointments may vary not only
between different administrations but also among state firms in different
industries, depending on central leaders’ assessments about their “perceived
strategic value” (Hsueh 2011; Hsueh 2016). Are joint appointments between
top Party and managerial positions more widespread in central state-owned
enterprises in industries that the State Council has tapped for “absolute con-
trol” by the state than in more competitive sectors? Finally, a third question
concerns how changes to the Party’s leadership role in state-owned enter-
prises are articulated and envisioned. While all central state-owned enter-
prises have now revised their corporate charters to affirm Party committees’
leadership role, the precise language used and its potential variation across
state firms have yet to be examined. Do central state-owned enterprises’
corporate charters vary in the scope and content of the authority granted
to their Party committees? Research addressing these areas would offer ad-
ditional insight into the governance of China’s state-owned economy.
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27. “中共中央印发《深化党和国家机构改革方案》” (Zhonggong zhongyang yinfa ‘shenhua
dang he guojia jiguan gaige fang’an’, Central Committee of the Communist Party of China releases
“Plan to Deepen the Reform of the Party and State Institutions”), Xinhua, 21 March 2018,
http://www.xinhuanet.com/politics/2018-03/21/c_1122570517.htm (accessed on 1 May 2018).
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Appendix – Leadership Rotation in China’s Core Central State-owned Enterprises, 2003-2017

Year Name Company Transferred From Company Transferred To

2004 
Ning Gaoning 

宁高宁

China Resources (Holdings) Co., Ltd. 
Huarun ( jituan) youxian gongsi 
华润（集团）有限公司

China Oil and Foodstuffs Corp., Ltd. (COFCO)
Zhongliang jituan youxian gongsi
中粮集团有限公司

2004 
Wang Ji 

王计

Dongfeng Motor Corp.
Dongfeng qiche gongsi 
东风汽车公司

China Dongfang Electric Corp. Ltd.
Zhongguo dongfang dianqi jituan youxian gongsi
中国东方电气集团有限公司

2004 
Wang Jianzhou

王建宙

China Unicom
Zhongguo lianhe wangluo tongxin jituan youxian gongsi
中国联合网络通信集团有限公司

China Mobile 
Zhongguo yidong tongxin jituan gongsi
中国移动通信集团公司

2006 
Li Wenxin 

李文新

China Eastern Airlines Corp.
Zhongguo dongfang hangkong jituan gongsi
中国东方航空集团公司

China Southern Airlines Corp.
Zhongguo nanfang hangkong jituan gongsi
中国南方航空集团公司

2007
Wang Binghua

王炳华

China Power Investment Corp. 
Zhongguo dianli touzi jituan gongsi
中国电力投资集团公司

National Nuclear Power Technology Corp.
Guojia hedian jishu gongsi
国家核电技术公司

2008
Li Qingkui

李庆奎

China Guodian Corp.
Zhongguo guodian jituan gongsi
中国国电集团公司

China Huadian Corp.
Zhongguo huadian jituan gongsi
中国华电集团公司

2008
Cao Peixi

曹培玺

China Huadian Corp.
Zhongguo huadian jituan gongsi
中国华电集团公司

China Huaneng Group Corp.
Zhongguo huaneng jituan gongsi
中国华能集团公司

2008 
Liu Shaoyong

刘绍勇

China Southern Airlines Group
Zhongguo nanfang hangkong jituan gongsi
中国南方航空集团公司

China Eastern Airlines Corp.
Zhongguo dongfang hangkong jituan gongsi
中国东方航空集团公司

2008
Shang Bing

尚冰

China Unicom
Zhongguo lianhe wangluo tongxin jituan youxian gongsi
中国联合网络通信集团有限公司

China Telecom 
Zhongguo dianxin jituan gongsi
中国电信集团公司

2009
Xiong Weiping

熊维平

China Hong Kong China Travel Service Corp.
Zhongguo gangzhonglü jituan gongsi
中国港中旅集团公司

China Aluminum Corp.
Zhongguo lüye gongsi
中国铝业公司

2010
Hu Wenming

胡问鸣

China North Industries Group Corp.
Zhongguo bingqi gongye jituan gongsi
中国兵器工业集团公司

China State Shipbuilding Corp.
Zhongguo chuanbo gongye jituan gongsi
中国船舶工业集团公司

2011
Fu Chengyu

傅成玉

China National Offshore Oil Corp.
Zhongguo haiyang shiyou zonggongsi
中国海洋石油总公司

China Petrochemical Corp.
Zhongguo shiyou huagong jituan gongsi
中国石油化工集团公司

2011
Xiong Qunli

熊群力

China Electronics Information Industry Group Co., Ltd.
Zhongguo dianzi xinxi chanye jituan youxian gongsi
中国电子信息产业集团有限公司

China Electronics Technology Group Corp.
Zhongguo dianzi keji jituan gongsi
中国电子科技集团公司

2011
Ma Zehua

马泽华

China Shipping Group Corp. 
Zhongguo haiyun ( jituan) zonggongsi
中国海运（集团）总公司

China Ocean Shipping Group Corp.
Zhongguo yuanyang yunshu ( jituan) zonggongsi
中国远洋运输（集团）总公司

2014
Fu Yuning

傅育宁

China Merchants Group Co., Ltd.
Zhaoshangju jituan youxian gongsi
招商局集团有限公司

China Resources (Holdings) Co. Ltd.
Huarun ( jituan) youxian gongsi
华润（集团）有限公司

2014
He Wenbo

何文波

Baosteel Group Co., Ltd.
Baogang jituan youxian gongsi /
宝钢集团有限公司

China Minmetals Corp.
Zhongguo wukuang jituan gongsi
中国五矿集团公司

2015
Hu Wenming

胡问鸣

China State Shipbuilding Corp.
Zhongguo chuanbo gongye jituan gongsi
中国船舶工业集团公司

China Shipbuilding Industry Corp.
Zhongguo chuanbo zhonggong jituan gongsi
中国船舶重工集团公司
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2015
Chang Xiaobing

常小兵

China Unicom
Zhongguo lianhe wangluo tongxin jituan youxian gongsi
中国联合网络通信集团有限公司

China Telecom 
Zhongguo dianxin jituan gongsi
中国电信集团公司

2015
Gu Jun

顾军

National Nuclear Power Technology Corp.
Guojia hedian jishu gongsi
国家核电技术公司

China National Nuclear Construction Corp.
Zhongguo he gongye jianshe jituan gongsi
中国核工业建设集团公司

2015
Wang Binghua

王炳华

National Nuclear Power Technology Corp.
Guojia hedian jishu gongsi
国家核电技术公司

China Power Investment Corp.
Zhongguo dianli touzi jituan gongsi
中国电力投资集团公司

2015
Wang Xiaochu

王晓初

China Telecom
Zhongguo dianxin jituan gongsi
中国电信集团公司

China Unicom
Zhongguo lianhe wangluo tongxin jituan youxian gongsi
中国联合网络通信集团有限公司

2015
Wang Yilin

王宜林

China National Offshore Oil Corp.
Zhongguo haiyang shiyou zonggongsi
中国海洋石油总公司

China National Petroleum Corp.
Zhongguo shiyou tianranqi jituan gongsi
中国石油天然气集团公司

2015
Xu Ping

徐平

Dongfeng Motor Corp.
Dongfeng qiche gongsi
东风汽车公司

China FAW Group Corp.
Zhongguo di yi qiche jituan gongsi
中国第一汽车集团公司

2016
Li Qingkui

李庆奎

China Huadian Corp.
Zhongguo huadian jituan gongsi
中国华电集团公司

China Southern Power Grid Co.
Zhongguo nanfang dianwang youxian gongsi
中国南方电网有限公司

2016
Ning Gaoning

宁高宁

China Oil and Foodstuffs Corp., Ltd. (COFCO)
Zhongliang jituan youxian gongsi
中粮集团有限公司

China Sinochem Corp., Ltd.
Zhongguo zhonghua jituan youxian gongsi
中国中化集团有限公司

2016
Si Zefu

斯泽夫

China Dongfang Electric Corp.
Zhongguo dongfang dianqi jituan youxian gongsi
中国东方电气集团有限公司

Harbin Electric Group Co.
Ha’erbin dianqi jituan gongsi
哈尔滨电气集团公司

2016
Wang Shoujun

王寿君

China National Nuclear Construction Corp.
Zhongguo he gongye jianshe jituan gongsi
中国核工业建设集团公司

China National Nuclear Corp.
Zhongguo he gongye jituan gongsi
中国核工业集团公司

2016
Xu Xianping

许宪平

China FAW Group Corp. 
Zhongguo di yi qiche jituan gongsi
中国第一汽车集团公司

China General Technology (Group) Holding Co., Ltd.
Zhongguo tongyong jishu ( jituan) konggu youxian zeren gongsi
中国通用技术（集团）控股有限责任公司

2016
Zhao Jianguo

赵建国

China Southern Power Grid Co., Ltd.
Zhongguo nanfang dianwang youxian gongsi
中国南方电网有限公司

China Huadian Corp.
Zhongguo huadian jituan gongsi
中国华电集团公司

2016
Zhao Shuanglian

赵双连

China National Grain and Grain Management Corp.
Zhongguo chubei liang guanli zonggongsi 
中国储备粮管理总公司

China Oil and Foodstuffs Corp., Ltd. (COFCO)
Zhongliang jituan youxian gongsi
中粮集团有限公司

2016
Zou Lei

邹磊

Harbin Electric Group Co., Ltd.
Ha’erbin dianqi jituan gongsi
哈尔滨电气集团公司

China Dongfang Electric Corp.
Zhongguo dongfang qiche jituan youxian gongsi
中国东方电气集团有限公司

2017
Xu Liuping

徐留平

China North Industries Group Corp.
Zhongguo bingqi zhuangbei jituan gongsi
中国兵器装备集团公司

China FAW Group Corp.
Zhongguo di yi qiche jituan gongsi
中国第一汽车集团公司

2017
Xu Ping

徐平

China FAW Group Corp.
Zhongguo di yi qiche jituan gongsi
中国第一汽车集团公司

China North Industries Group Corp.
Zhongguo bingqi zhuangbei jituan gongsi
中国兵器装备集团公司
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AUSTRALIA 

Key Australian 5G Network Suppliers Have 
Ties With Chinese Communist Party 
BY JANITA KAN 

August 15, 2018 Updated: August 23, 2018 

Two key potential participants in Australia’s 5G broadband network have been revealed to have 
ties with the Chinese Communist Party (CCP), which could possibly be perceived as a security 
risk for the planned network. 

Serious questions about Nokia and Ericsson—which already have contracts with the Australian 
government—regarding their connections with the Chinese regime were revealed on Aug. 13, 
after Fairfax reported on the extent of the companies’ ties. Although Nokia is headquartered 
in Finland and Ericsson in Sweden, both companies manufacture their equipment in Chinese 
factories and have joint ventures led by Communist Party officials. 

The Turnbull government was preparing to ban Huawei, a rival company to Nokia and Ericsson 
and the world’s largest maker of telecommunications network gear, from supplying equipment for 
its 5G network after intelligence agencies raised concerns that the CCP could force the company 
to hand over sensitive data, two government sources told Reuters in July. 

Ren Zhengfei, the founder of Huawei, was a former officer in the People’s Liberation Army (PLA). 
He continues to run the company today. 

For years, intelligence agencies in the west have raised concerns about Huawei’s connections to 
the Chinese regime and the possibility that its equipment could be used for espionage. But there 
is currently no public evidence to support those suspicions. 



Nokia’s and Ericsson’s links to the Chinese regime could potentially be perceived in a similar 
manner to Huawei’s. 

Nokia and China Huaxin Post & Telecommunication Economy Development Center entered into a 
joint venture in May 2017. The joint company, named Nokia Shanghai Bell, boldly displays the 
Communist Party symbol on its website. 

Nokia Shanghai Bell’s chairman, Yuan Xin, is the secretary of the company’s Communist Party 
Committee. Government organisations and private companies are required to have communist 
party units in order to implement party policy in all aspects of society, according to 
a regulation passed in 2015. 

Similarly, Ericsson entered into a joint venture with Nanjing Panda Electronics in March 2014, 
named Nanjing Ericsson Panda Communication. According to a Chinese regime website, the joint 
venture is “responsible for the supply of and support to Ericsson’s mobile communication system 
equipment and program-controlled telephone switching systems in the Asia-pacific region.” 

Several directors of Nanjing Panda Electronics hold Communist Party positions including their 
chairman, Guofei Xu, according to the company’s website. 

In a statement to The Epoch Times, a spokesperson of the Department of Home Affairs said “due 
to national security and commercial sensitivities, it would not be appropriate” to answer questions 
about the two telecommunication companies’ ties to the Chinese regime. 

“The Australian Government recognises the opportunities 5G presents for economy-wide 
transformation,” the spokesperson said. 

“The Government wants to support an environment that allows Australia to realise the benefits of 
5G across the economy. 

“The telecommunications sector is key to our national security and the government will take the 
necessary actions to ensure its protection.” 

Huawei Tries to Allay Security Fears 

Earlier in the year, Huawei lobbied against concerns to allay the federal government about worries 
that the company’s links to the CCP’s intelligence services pose a security risk. John Lord, 
chairman of Huawei’s Australian unit, said he believes “banning Huawei will not make the 
Australian telecom ecosystem safer.” 

The telecommunications company has promised that Canberra will have complete oversight of 5G 
network equipment, which could include base stations, towers, and radio transmission equipment. 



That sort of model has been used by other countries such as the UK, where a special laboratory 
staffed with government intelligence officials checks all Huawei products, according to Reuters. 

However, sources who claimed to have been briefed by British intelligence told Asia Times that 
core switches installed by the telecommunications company in an upgrade were behaving 
suspiciously. The sources claimed the switches were letting data in and out to a third party. These 
reports have yet to be publicly confirmed. 

The federal government is yet to make a decision on whether it will ban Huawei for its 5G 
network. The company was previously banned in 2012 by the former federal Labor government 
from participating in the National Broadband Network. 

Australian intelligence agencies had warned that there was “credible evidence” that Huawei was 
connected to the Third Department of the PLA—an arm of the Chinese military’s cyber-espionage 
network, according to Professor Clive Hamilton, the author of the book Silent Invasion: China’s 
Influence in Australia. 

Hamilton says in his book that Huawei has spent time creating a public image of trustworthiness 
by setting up an Australian board as a front: “Although it is not a state-owned company, it would 
be naive in the extreme to believe a company that with government support turned itself into the 
world’s second-biggest telecommunications equipment maker … did not have daily links with 
China’s intelligence services.” 

 “The conflicts between two different values systems, and the conflicts between the two political 
systems are issues that cannot be ignored.” 

Follow Janita on Twitter: @janitakan 
 
 
 
https://www.theepochtimes.com/key-australian-5g-network-suppliers-have-ties-with-chinese-communist-
party_2624342.html 
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) ss:

COUNTY of NEW YORK )

CERTIFICATE OF ACCURACY

This is to certify that the following1, originally written in Chinese, is to the best of our
knowledge and belief, a true, accurate and complete translation into English.

Dated: January 21, 2020

__________________
Seth Wargo
Consortra Translations

Sworn to and signed before ME this
________ day of ____________,
2020.

_____________________________
Notary Public

1 Translation includes the name/date of the source and/or the relevant material from the source



Management

Yuan Xin
Party Secretary and Chairman of Nokia Shanghai Bell Co., Ltd.

Yuan Xin served as the Party Secretary and Chairman
of Nokia Shanghai Bell Co., Ltd. from January 2002 to June
2017. Since July 2017, he served as the Party Secretary and
Chairman of Shanghai Bell Co., Ltd.

During this period, he also concurrently served as the
President of Nokia Shanghai Bell Co., Ltd. and the President
of Alcatel-Lucent China from September 1, 2015 to January
22, 2016 and from August 1, 2012 to December 31, 2014,
leading the company to embark on a journey of enterprise
development that accelerated innovation and transformation,
achieved diversified business development, and enhanced
international competitiveness.

He served as the Deputy General Manager Assistant
since November 1995, the Vice President of the
company in June 1998, and was promoted to the Senior Vice
President of the company in January 2000. He was
responsible for creating the company’s global marketing and
service network and creating the company’s world-class
industry base and has made outstanding contributions to the
rapid growth of the company’s performance. He joined
Shanghai Bell Co., Ltd. in 1985 and served as the Planning
Coordination Manager of the Central Planning Department,,
Manufacturing Management Manager of the Production
Department, Deputy Manager of the Production
Department, Manager of the Production and Supply
Department, and in other positions.

He graduated from the Computer Department of Shanghai
University with a bachelor’s degree in 1985. He holds a
master’s degree in business administration from the China-
EU School of Management and a doctorate degree in
management jointly awarded by the Hong Kong Polytechnic
University and the Renmin University of China.



Markus Borchert
CEO of Nokia Shanghai Bell
President of Nokia Greater China

Mr. Markus Borchert has over 25 years of international work
experience in the fields of communications, IT, and IT services
and is a leader good at leading multinational companies to
achieve transformation.

He was appointed to serve as the CEO of Nokia Shanghai Bell
and President of Nokia Greater China on January 1, 2019.

Previously, Markus Borchert served as the head of Nokia’s
European operations in charge of the sales, marketing, corporate
management, operations, and delivery in the region. Since 2016,
Markus Borchert also served as the President
of DIGITALEUROPE, the most influential industry association
in the European digital technology industry headquartered in
Brussels.

Markus Borchert is very familiar with China. He served as
the head of Nokia Group Communications Greater
China from 2010 to 2015. Under his leadership, the company
became the number one foreign company in China’s
communications market.

His early leadership positions covered global sales, strategies,
marketing, portfolio management, business unit management,
and key account management.

Markus Borchert holds a master’s degree in electrical
engineering from Technische Universität München and an MBA
from Massachusetts Institute of Technology and achieved the
highest honor for foreigners working in China - the China
Friendship Award.
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上海诺基亚贝尔股份有限公司 党委书记、董事长

袁欣从2002年1月到2017年6月担任上海贝尔股份有限公司党委书记、董事长。2017年7月起担任上海诺基亚贝尔有限公

司党委书记、董事长。

这期间，他曾于2015年9月1日至2016年1月22日和2012年8月1日至2014年12月31日，兼任上海贝尔股份有限公司总

裁、阿尔卡特朗讯中国区总裁，带领着公司走出了一条加速创新转型、多元业务发展、提升国际竞争力的企业发展之路。

1995年11月起任副总经理助理，1998年6月担任公司副总裁，2000年1月升任公司高级副总裁，负责创建了公司覆盖全

球的市场营销与服务网络，打造了公司国际一流的产业化基地，为公司业绩的快速增长做出了突出的贡献。 1985年加入

上海贝尔有限公司，历任中央计划部计划协调经理、生产部制造管理经理、生产部副经理、生产供应部经理等职务。

1985年毕业于上海大学计算机系，获学士学位。他拥有中欧管理学院工商管理硕士学位及香港理工大学与中国人民大学

联合授予的管理学博士学位。

上海诺基亚贝尔首席执行官(CEO)

诺基亚大中华区总裁

马博策（Markus Borchert）先生在通信、IT和IT服务行业拥有超过25年的国际工作经验，是一位擅长引领跨国公司实现

转型的领导者。

自2019年1月1日起，马博策先生被任命为上海诺基亚贝尔首席执行官（CEO）和诺基亚大中华区总裁。

此前，马博策担任诺基亚欧洲区业务负责人，负责该区域的销售、营销、企业管理、运营及交付。自2016年起，马博策

还担任了“数字欧洲”（DIGITALEUROPE）的总裁，该组织是欧洲数字技术行业领域最具影响力的行业协会，总部位于

布鲁塞尔。

马博策非常熟悉中国，他曾在2010-2015年间担任诺基亚通信大中华区负责人，在他的带领下，公司成为中国通信市场排

名第一的外企。

袁欣

马博策

登录工作机会支持培训行业服务产品方案关于我们

公司概况 管理层

https://www.nokia-sbell.com/home/index
https://www.nokia.com/en_int/about-us/careers/open-jobs
https://www.nokia-sbell.com/staticpage/index?page=CompanySurvey
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他早期领导的职位涵盖全球销售、战略、营销、产品组合管理、业务部门管理及关键客户管理。

马博策拥有慕尼黑理工大学电气工程硕士学位和麻省理工学院工商管理硕士学位（MBA），并于2014年获得在华工作外

籍人士最高荣誉奖“中国友谊奖”。

关于我们

公司概况

企业责任

诺基亚

国务院国资委

中国华信邮电科技有限公司
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State-owned Enterprise Staffing Adjustment │ China Potevio, 

CRSC, and Nokia Shanghai Bell 

Publishing date: August 14, 2017 

Nokia Shanghai Bell Co., Ltd. 

After serious deliberation, Yuan Xin is appointed as the Chairman of Nokia Shanghai Bell; Chen 

Weidong, Ma Jie, and Wu Yajun are appointed as the members of the board of Nokia Shanghai 

Bell. 

Their former leadership positions of Alcatel-Lucent Shanghai Bell are automatically removed 

accordingly. 

 

After serious deliberation, Yuan Xin is appointed as the Party Committee Secretary of Nokia 

Shanghai Bell; Chen Weidong is appointed as the Deputy Party Committee Secretary and 

Secretary of the Commission for Discipline Inspection of Nokia Shanghai Bell. 

Their former positions of the Party Committee and the Commission for Discipline Inspection of 

Alcatel-Lucent Shanghai Bell are automatically removed accordingly. 

 

China Potevio 

After serious deliberation, Tao Xiongqiang is appointed as the Deputy Secretary of the Party 

Leadership Group of China Potevio Group Corporation. 

 

CRSC 

After serious deliberation, Yang Yongsheng is appointed as the Deputy Party Committee 

Secretary of China Railway Signal & Communication Corporation Limited. 
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Exciting opinions 

    “How was Shanghai Bell born?” 

“Shanghai Bell is a product of China's reform 

and opening up efforts.” 

 
 
 
 

|   Guest introduction 

Yuan Xin 

Communist Party 

Secretary and 

Chairman of Nokia 

Shanghai Bell 
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Shanghai Bell is a product of China's reform and opening up efforts. 

The 1980s was the initial stage of science and technology 

development in China. Shanghai Bell adopted a new operation 

cooperation mode to make breakthroughs in markets and 

technologies. In the 1990s, Shanghai Bell achieved growth by seizing 

the opportunities of Pudong’s opening up and the overall 

development of the information industry, with its equipment sold all 

over China and effectively supporting communication industry 

development in China. At the beginning of the new century, Shanghai 

Bell completed its share transfer and restructuring process, 

establishing a joint venture with Alcatel-Lucent to form the first sino-

foreign joint-stock company in China, and gradually extended its 

strategic goals from Chinese business to product and technology 

breakthroughs, while taking the lead to introducing modern 

management systems and deploying business in markets outside 

China. During the first 20 years of the 21st century, 

Alcatel-Lucent integrated with Nokia with a new operation mode in 

global cooperation with a new Nokia. 

“How do you think of the integration between 

Shanghai Bell and Nokia China?” 

“Global integration is the general trend and 

inexorable law of industrial development.” 
 

 



We signed a joint venture agreement with Nokia on May 18, 2017, 

and Nokia Shanghai Bell completed its operation cutover on July 1. 

Firstly, global mergers and acquisitions increased the enterprise 

scale and created more original resources, including intellectual 

property rights reserves and innovative power reserves. Secondly, 

the integration creates the possibility of extending wider target 

markets and the opportunity of long-term growth. The Chinese 

market is part of the integration between Alcatel-Lucent and Nokia to 

accelerate the synergy effect resulting from the transformation. A 

Chinese state-owned asset holder and a global multinational are the 

two shareholders of the integration. They agree to practice and 

improve their innovative capability and level continuously based on 

the sino-foreign joint-stock cooperation to build excellent teams. On 

such an innovative platform, the Chinese side shall serve customers, 

industries, and national strategies of China effectively, and leverage 

the sino-foreign cooperative platform to integrate with the world in a 

more active and open manner and cope with industrial changes and 

challenges by taking advantage of innovative power in the world. 

“How do you think of the strategies and path of 

the new state-owned enterprise reform?” 

“Nokia Shanghai Bell has been an explorer, a 

practitioner, and a participant on the reform 

path.” 



We are the first sino-foreign joint venture in the industry. In late 1990s 

and at the beginning of the 2000s, we were the first sino-foreign 

joint-stock company in the industry and the only sino-foreign 
 

joint-stock company among state-owned enterprise. Our partner is a 

multinational corporation, which was originally Alcatel-Lucent and 

later changes to Nokia. Our enterprise has been an explorer, a 

practitioner, and a participant during the journey of state-owned 

enterprise reform. In a sino-foreign joint-stock architecture, we keep 

practicing and exploring the methods to improve the modern 

enterprise system and the effective operation of the general meeting 

of shareholders, board of directors, board of supervisors, and 

management. From the aspects of the supply, we keep transforming 

and reforming to accelerate innovation. An important task in such 

special corporate governance architecture is for us to improve 

enterprise party building. We accumulate precious experience in this 

aspect. It is our responsibility and mission. 

“How does Nokia Shanghai Bell conduct party 

    building as a sino-foreign joint venture with 

State-owned assets?” 
 

“An enterprise party organization must be 

oriented toward directing, team building, and 

atmosphere fostering.” 



As early as 2002, former Shanghai Bell negotiated with foreign 

shareholders to incorporate the legal status of a Communist party 

organization in an enterprise legal person governance structure into 

the articles of association, and specified the job orientation and 

resource assurance for the Communist party organization. The 

Communist party committee clarifies three orientations based on the 

enterprise characteristics. The first is to guide enterprise 

development politically and strategically, implement party and 

national policies, and achieve sustainable enterprise development. 

The second is to build an effective team of party members and 

Chinese and foreign cadres, improve the capability building of the 

cadre team and the construction of party conduct and anti-

corruption, make model of the roles of party members, and 

collaborate with the administrative personnel to strengthen 

sino-foreign team coordination. The third is to foster a positive and 

harmonious atmosphere and establish a harmonious relationship 

between labor and capital. With years of active efforts, Nokia 

Shanghai Bell keeps improving its influence, cohesion, and 

leadership among many cadres and employees, including foreign 

management personnel. 

 
“How does Nokia Shanghai Bell as a sino-foreign joint 

venture coordinate the relationship between party building 

and enterprise management and the sino-foreign 

relationship?” 

“Party building centers around enterprise operation 

development in the spirits of seeking common ground on 

major question while reserving differences on minor ones.” 

 

 



 

 

 

Firstly, the guiding role of the party committee must be based on 

collaboration with foreign shareholders, directors, and management 

representatives by means of the enterprise's general meeting of its 

shareholders, board of directors, board of supervisors, and 

management. One of our basic principles is seeking common ground 

on major question while reserving differences on minor ones. While 

seeking consensus on the enterprise's general development 

direction, the party committee supports the implementation of major 

policies by the board of directors and management. Three basic 

practices have been formulated during the active exploration of party 

building for years. The first is that the party committee plays the core 

roles of leadership and politics in decision making, implementation 

guiding, and effective supervision in the enterprise governance 

structure by implementing the policy of holding party and government 

posts concurrently. The second is to conduct party building around 

the core enterprise tasks based on the requirement that the Party 

must supervise its own conduct. The third is to unite sino-foreign 

efforts in an open and tolerant manner. We will keep improving 

enterprise party building in terms of law, organization, and regulation, 

and give full play to the party work group's ability to maintain stability 

and improve harmony during the special period of enterprise 

integration. 



 

“How Will Nokia Shanghai Bell Plan the Future 

Facing Challenges in the Industry?” 

“Keywords are diversity and innovation driving.” 
 

 

In the future, Nokia Shanghai Bell will focus more on the leading 

sectors of markets and business, and increase investment in 

technologies. Specifically, Nokia Shanghai Bell will branch into new 

fields to expand its reach by means of diversified markets, business, 

and modes, make innovative and diversified efforts in five core fields 

of 5G, IoT, ultra-broadband, IP interoperability, and digital health, and 

boost enterprise development by implementing four major strategies 

of operator business, non-operator business, software business, and 

consumer ecosystem and patent licensing business. 
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Wal-Mart Bends to Party Rules In China, 
Allowing Store Cells 
By  Mei Fong 

Updated Dec. 19, 2006 11:59 pm ET 
 

(See Corrections & Amplifications item below.) 

 

Wal-Mart Stores Inc., the world's biggest retailer, said employees have established a branch of 
the Communist Party at its headquarters in China. 
The party branch was set up in the southern city of Shenzhen, where Wal-Mart runs its fast-
expanding China business, Jonathan Dong, the company's spokesman in China, said. The 
branch, which was inaugurated Friday, follows the establishment of similar party organizations 
in five Wal-Mart stores throughout the country since August, Mr. Dong said. 

The Communist Party's spread into Wal-Mart shows how the party is changing. Party groups 
have long played an important role in state-owned enterprises, but in recent years the 
Communist Party has made efforts to embrace entrepreneurs and increase its presence in 
private businesses. Other foreign companies that have Communist Party branches in China 
include local subsidiaries of U.S. chemical maker DuPont Co. and Japanese retailer Isetan Co. 
Lu Xianfu, the retired director at the Party School of the Chinese Communist Party's Central 
Committee, said building these branches helps foreign companies "better develop their 
businesses" by raising the role of party members in the companies. In addition, he said, "it helps 
our party to unite the public." 

Xia Jincheng, party secretary in Wal-Mart's Tianjin store, said most members in Wal-Mart's 
party cells are midlevel or senior executives, who participate in such activities as studying party 
materials. His branch has 20 party members, said Mr. Xia, who also heads Wal-Mart Tianjin's 
public-relations department. 



 

Other multinational companies operating in China have Communist Party branches, and 
analysts said they generally don't interfere with such companies' management. The party's 
constitution requires that any company with more than three party members among its 
employees set up a branch. 

Wal-Mart's acquiescence to the party cells -- a decade after it opened its first store in China -- 
reflects a stepped-up effort to ingratiate itself with a country that it sees as increasingly vital to 
its growth. The establishment of party branches follows a retreat for Wal-Mart in July, when the 
company -- which has remained largely union-free elsewhere -- acceded to pressure from 
China's All-China Federation of Trade Unions to allow union branches in its stores. The 
government-sanctioned union has quickly spread to nearly all of Wal-Mart's Chinese stores. 

China, with its double-digit economic growth and potentially huge pool of middle-income 
consumers, is drawing increasing interest from foreign retailers confronting tapering growth in 
their home markets. Wal-Mart Chief Executive Lee Scott has said repeatedly China is the only 
country where the company can feasibly duplicate the size and success it has had in the U.S. 

Along with French competitor Carrefour SA, Wal-Mart has increased its store openings in China 
following the liberalization of the country's retail regulations at the end of 2004 -- the result of 
pledges China made to join the World Trade Organization in 2001. During the last two years, 
the number of Wal-Mart stores in China has shot up 58% to 68, with one more scheduled to 
open by the end of this year. 
In October, the Bentonville, Ark., retailer signaled its intention to expand its China operations 
further, offering $1 billion to buy Trust-Mart, a chain of Taiwanese-owned hypermarkets. 

—-- Tang Hanting contributed to this article. 

Write to Mei Fong at mei.fong@wsj.com 



Corrections & Amplifications: 
Xia Jincheng is the Communist Party secretary and head of public relations in Carrefour SA's 
Tianjin, China, store, whose party branch has about 20 members. This article incorrectly says 
Mr. Xia works for Wal-Mart Stores Inc.'s Tianjin store and heads its Communist Party branch. 
 
 
 
https://www.wsj.com/articles/SB116643170055253261 
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UPI ARCHIVES 
APRIL 23, 1992 

McDonald's opens first restaurant in 
Beijing 

BEIJING -- Crowds of the hungry and the curious jammed in for a taste of the Big Mac 
Thursday as McDonald's opened its first restaurant in Beijing, complete with a colorful 
Ronald McDonald and an in-house secretary of the Communist Party. 

More than 1,000 people pressed into the gleaming downtown outlet as paper lions danced, 
a children's chorus sang and hundreds of employees in candy cane-striped uniforms 
shouted in unison: 'Huanying ni dao Maidanglao,' Chinese for 'Welcome to McDonald's.' 

A group of American students in Beijing had staked out the entrance from 5:30 a.m., but 
the first customer to reach the counter behind the company's clown mascot Ronald 
McDonald was Zhang Tao, 22, who ordered a chicken sandwich and a sundae. 

'Chinese people like eating chicken better than beef,' said Zhang, a hotel worker. 'But the 
burgers here are good too.' 

The restaurant, on the famed Wangfujing shopping street near central Tiananmen Square, 
is the first in Beijing. McDonald's opened its first China outlet in 1990 in the southern city of 
Shenzhen near Hong Kong, and a second there opened this week. 

An average meal of a hamburger, fries and a soft drink costs the equivalent of $2 to $3, 
expensive for workers whose monthly wage averages $35. But that did not deter many of 
the customers. 

'I am just a retired proletarian, what chance do I have to go to the United States?' said 82-
year-old Wang Yonglu as he bit into a hamburger. 'This way, I can spend only 10 yuan 
($1.75) to see what America is like.' 



McDonald's provided a two-month training program in a country not known for cheery 
service, and salaries start at the equivalent of $60 monthly, nearly double that of an 
average worker. 

But along with their managers, the almost 1,000 employees also take orders from what is 
apparently the worldwide chain's only remaining in- house Communist Party secretary. 

The secretary, Cai Weiqian, who also holds the title of deputy managing director, said he 
would not meddle with operations. 

'The party committee will not hold political meetings during work hours,' he said, adding the 
party had 'a mission to attract as much investment as possible from the outside world.' 

'There is no contradiction between attracting foreign investment (such as McDonald's) and 
teaching the people to oppose (bourgeois) liberalization,' Cai said, noting the official code 
phrase for Western political and cultural influences. 

Company officials say they have met with no political resistance from their Chinese 
partners. Instead, they said, most of the last seven years was spent trying to perfect locally 
produced food supplies. 

Without giving exact figures, company officials said McDonald's invested several million 
dollars in its half of the joint venture. The firm plans to spend some $50 million to open 
more restaurants in China, with projections for at least 20 new outlets in the next few years. 

They expressed confidence, despite having trailed other fast food chains including 
Kentucky Fried Chicken and Pizza Hut, both of which already have successful outlets in 
China. 

'We are not in a race with anyone,' said Noel Kaplan, vice president of McDonald's Asia-
Pacific division. 'We always knew we would be coming in here at some time.' 

McDonald's now produces 95 percent of its food and packaging in China, said Ti Chang, 
managing director of McDonald's China Development company. 

Not everyone was entirely satisfied, however. 



One Chinese who had eaten at McDonald's in other countries was crestfallen when he was 
told the restaurant would not serve breakfast foods. 

'I was waiting all this time for an Egg McMuffin,' he said. 

 
 
 
https://www.upi.com/Archives/1992/04/23/McDonalds-opens-first-restaurant-in-
Beijing/7557704001600/ 
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WORLD    |    ASIA    |    CHINA 

Foreign Companies in China Get a New 
Partner: The Communist Party 
Newly assertive party members arrange lectures, proudly display hammer-

and-sickle insignia at their desks and are praised as exemplary workers 
 

 

Visitors to Walt Disney Co.’s theme park in Shanghai, where the local staff includes around 300 
Communist Party of China members. PHOTO: WANG GANG/SIPA/ZUMA PRESS 
 
By  Chun Han Wong and Eva Dou 
Oct. 29, 2017 1:18 pm ET 
 
SHANGHAI—The 300 or so Communist Party members who work at Walt Disney Co. ’s theme 
park in China don’t keep their politics to themselves. 
Many attend party lectures during business hours and display hammer-and-sickle insignia at 
their desks. Company newsletters and state media praise them as exemplary workers. Party 
officials help manage staff welfare and arrange activities such as political seminars for members 
and singing contests for all employees. 

In June, Shanghai’s flagship party newspaper quoted Murray King, the resort’s Canadian vice 
president for public affairs, as saying its best employees are mostly party members. According 
to a Disney spokeswoman, Mr. King actually said while some employees belong to the party, 
Disney doesn’t make that a requirement. 



The compromises made by Western firms to do business in China are becoming increasingly 
uncomfortable now that President Xi Jinping is pushing to embed the Communist Party deeper 
into the world’s second-largest economy. 

Mr. Xi emerged from a recent party congress with five more years as leader and power 
comparable with that of Chairman Mao Zedong. One of his top priorities is to restore the party 
as a force in people’s lives and recapture its revolutionary sense of mission. 
 

 

Members of the Communist Party of China read about party politics at a factory in Luzhou 

city. PHOTO: YANG TAO / IMAGINECHINA /ASSOCIATED PRESS 
 
Under Mr. Xi, the party has pushed to exert greater state control over the economy and rein in 
some market-oriented experiments of recent years. Chinese regulators recently proposed that 
the state take 1% stakes in major Chinese internet companies. 

Friction created by the party’s more assertive presence is rippling across China’s corporate 
landscape. One area of tension is whether party members should be allowed to meet during 
work hours, conduct meetings on company premises or be given time off for party activities, 
executives and party officials say. Some foreign companies are concerned that party operatives, 
over time, may gain influence over management decisions or create an alternative power 
center. 

Foreign companies haven’t publicly criticized China over the initiative. Several Western 
executives said in interviews that open dissent would be corporate suicide in a critical market. 

The party’s inroads into foreign operations are often very visible. At the Chinese arm of French 
cosmetics firm L’Oréal SA, communist employees decorate their desks at the company’s 
Shanghai headquarters with stickers saying, “If there’s a problem, look for a party member.” 

In June, L’Oréal China placed signs featuring hammer-and-sickle emblems at its Shanghai staff 
cafeteria. In Chinese, the signs say that the cafeteria serves the party and other groups, while in 



English they call it an “employee service station.” A L’Oréal spokeswoman says the cafeteria is 
open to all staff. 

 

Signs at the L’Oréal China staff cafeteria in Shanghai featuring hammer-and-sickle emblems. 
PHOTO: EVA DOU/THE WALL STREET JOURNAL 
 
French auto maker Renault SA’s Chinese joint venture this year started organizing lectures to 
educate new foreign staff on the party and its role in Chinese society. Party members at the 
Beijing arm of German engineering firm Bosch Rexroth AG often spend Saturdays studying Mr. 
Xi’s speeches. 

Bosch Rexroth says its associates in China are free to “follow their diverse interests,” including 
party activities. Renault didn’t respond to requests for comment. 

Dow Chemical Co. and insurer Prudential Financial Inc. both initially resisted party work in their 
China ventures, according to Chinese officials who now praise the two U.S. companies for 
subsequently embracing the party’s presence. A Dow spokeswoman said the party unit at its 
main Chinese plant isn’t involved in operational management. Prudential, which is involved in a 
joint venture, declined to comment. 

The intrusion of politics into the workplace adds to the challenges faced by foreign 
businesses in China, including intellectual-property theft and sharper competition from local 
firms. 

The Chinese government’s information office, in response to queries, described the party’s role 
in private business as a positive force, like an auxiliary human-resource department. It said 
party organizations advise company managers on government policies, help businesses 
cultivate talent and resolve friction with workers. The party, the office says, doesn’t interfere with 
the management of foreign companies and joint ventures. 



In the Mao era, the Communist Party reached into every corner of Chinese life. That influence 
receded as the command economy was dismantled and private enterprises and foreign 
businesses—institutions prohibited for decades—made a comeback. 

Rejuvenating the party as a force in people’s lives is a priority for President Xi. The Communist 
Party now numbers about 89 million—about 6.5% of China’s population. Among them are 
corporate leaders and entrepreneurs, who were officially welcomed into the party in the early 
2000s. 

A May 2015 edict from the Politburo led by Mr. Xi ordered organizations and businesses to set 
up party cells to strengthen the party’s leadership across Chinese society. Last year, Mr. Xi told 
a group of business leaders to guide staff to honor the “glorious tradition of listening to the 
party’s words and following the party’s path.” 

Officials stepped up enforcement of a decades-old rule saying all organizations with three or 
more party members should set up party cells. Chinese law requires eligible businesses to set 
up party organizations and facilitate their activities, which mainly involve study sessions on 
Beijing’s latest directives and collection of membership fees. 

Party data show 68% of non-state-owned enterprises had set up party organizations by the end 
of 2016, up from 54% four years earlier. Among companies in China with full or partial foreign 
ownership, roughly 74,000 firms—70% of the total—had set up party units as of last year, 
compared with 47,000 firms that did so by the end of 2011. 

 



“The Communist Party is becoming a new stakeholder in businesses,” says Andy Mok, 
managing director of Beijing-based business consultancy Red Pagoda Resources. “This 
introduces the risk of tensions arising in companies over policy and personality clashes, as the 
party becomes a more dynamic actor in businesses.” 

Mats Harborn, president of the European Union Chamber of Commerce in China, says more 
pressure is being exerted on private Chinese companies and Chinese-foreign joint ventures 
than on wholly foreign-owned businesses to allow party activities. 

In July, the European Chamber met with executives from seven companies facing more 
assertive party organizations. Many faced demands from Chinese partners to amend joint-
venture agreements to enshrine formal roles for in-house party groups, people familiar with the 
matter say. 

Executives at a major European manufacturer argued with party officials at its Chinese joint 
ventures after company managers tried to set limits on party activities, according to a veteran 
executive at the company. The company held firm and allowed only three party meetings a year 
on its premises, and only after business hours, the executive says. 

“We’re concerned that the party is pushing the envelope and creeping into the company,” he 
says. 

Chinese authorities have complained about some Western business practices. The Beijing 
Investment Promotion Bureau, a municipal agency, said the foreign corporate tradition of 
keeping staff salaries secret makes it harder to assess party dues, which are pegged to 
members’ wages. 

“Party cells at foreign firms face a special work environment,” Xu Ying, a Beijing party official 
overseeing personnel matters, said in March, according to a bureau notice. “But the political 
leadership that party cells provide cannot be allowed to weaken.” 

At Disney’s Shanghai resort, the U.S. media conglomerate made adjustments to local tastes 
and rules beyond what it has done in other countries. Disney has a minority stake in the park 
itself, but owns 70% of the joint-venture company that runs it. 

Its Chinese partner, state-owned Shendi Group, says Chinese negotiators required the joint 
venture to guarantee the right to set up a Communist Party unit and hold activities. State media 
described the park’s party organization—established in 2011 with 14 members—as a “bridge of 
enchantment” between the American and Chinese management. 

“At the time, the American management didn’t quite understand this,” Shendi Chairman Fan 
Xiping told Jiefang Daily, Shanghai’s flagship party newspaper, in a June report marking the 
resort’s first anniversary. It quoted Mr. King, the resort’s vice president for public affairs, as 
saying that the party organization has created value for shareholders. 



A Disney spokeswoman said the company has “always been fully aware of the laws and 
regulations in whatever country we operate in, and always adhere to them.” A Shendi 
spokesman said his company must consult Disney before commenting, as they “cooperate 
closely” on party affairs. He didn’t respond to further queries. 

The resort has roughly 300 party members now, about double the number from three years ago, 
out of its 11,000 full-time and 7,000 contract employees. A party-activity center, adorned with 
Mickey Mouse silhouettes, opened this year in an administrative area outside the park. 

Days after The Wall Street Journal contacted Shendi, the company removed from its website 
several photos related to an April meeting on the resort’s party activities. One photo showed Mr. 
King sitting beside the resort’s deputy general manager and party chief, Jean Zou. A screen 
behind them read “party-building” meeting. 

Mr. King told the Journal the photo was taken when he spoke about the resort’s operations at a 
media gathering organized by Shendi. 

One workday afternoon in August, more than 70 party members gathered at the resort’s party-
activity center to hear a retired Shanghai propaganda official share his views on international 
affairs. Ms. Zou, a party member of two decades, presented the speaker with a Mickey Mouse 
doll as a token of appreciation. 

At one joint venture between a European company and China’s state-owned energy giant China 
Petroleum & Chemical Corp., some young employees who were party members went away for 
weeks to attend political classes at a party academy, according to a former European executive 
who recently left the venture, in which the Chinese firm—also known as Sinopec—held the 
majority stake. Sinopec didn’t respond to requests for comment. 
“How would you feel if some of your best workers go away for party studies for a month?” asked 
the former executive, who says productivity suffered as a result. “But the Chinese managers 
were enthusiastic. They see it as a positive.” 

A task of party cells in private businesses is to track down estranged members and persuade 
them to rejoin party activities, party officials say. In Shanghai, party consultants, often retired 
party officials, are fanning out to help private firms incorporate political work into their business 
routines, such as by conducting regular meetings to study party policies. 

Wang Liangyue, who for decades managed party activities at Chinese and foreign companies, 
now supervises party affairs at an industrial park in Shanghai’s Jiading district. He says he 
encourages the dozens of businesses there to set up party cells and facilitate their work. 

“We go door to door and talk heart to heart,” says the 63-year-old Mr. Wang. A recurring 
challenge, he says, are executives who prioritize profits over politics and skip party meetings by 
citing client meetings and work trips. 



 

Wang Liangyue, who supervises Communist Party affairs at an industrial park in Shanghai, encourages 
businesses to set up party cells. PHOTO: CHUN HAN WONG/THE WALL STREET JOURNAL 

Mr. Wang says his strategy is to show that the party can be useful. At the Chinese arm of a 
Finnish paper company now part of Valmet Corp., he says, initially reluctant executives 
eventually allocated time and a place for party meetings. Mr. Wang says that happened after the 
party committee he led helped resolve disputes with workers and local residents. 

“Foreigners don’t understand the Communist Party,” Mr. Wang says. “They fear that the party 
would organize the workers and challenge management.” 

Valmet says cooperation improved over time as its party committee became “a good discussion 
partner for our management.” 

—Kersten Zhang in Shanghai and Ben Fritz in Los Angeles contributed to this article. 

Write to Chun Han Wong at chunhan.wong@wsj.com and Eva Dou at eva.dou@wsj.com 

Copyright ©2019 Dow Jones & Company, Inc. All Rights Reserved.  

Appeared in the October 30, 2017, print edition as 'Chinese Communist Party Encroaches On 

Foreign Workplaces.' 

 
https://www.wsj.com/articles/foreign-companies-in-china-get-a-new-partner-the-communist-
party-1509297523 
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Workers lined up to sing communist ‘red’ songs at an instant noodle factory, near a village in China’s 
central Henan Province on Sept. 29, 2017. Recently the Chinese Communist Party has further 
extended its control on companies with both private and foreign-owned, with party branches. (Greg 
Baker/AFP/Getty Images) 

 

China is one of the world’s biggest markets, but don’t expect business as usual when it comes to 
how companies operate inside the country. The Chinese Communist Party (CCP) permeates 
every aspect of society and is establishing itself inside foreign-owned, private companies. 

In China, about 70 percent of foreign-funded companies, or 106,000 in number, have established 
Party branches, said Qi Yu, deputy head of the CCP’s Organization Department, at a news 
conference held on Oct. 19 at the Party’s important conclave, the 19th National Congress. 

Companies operating in China are required by law to establish Party branches, and these are not 
mere rubber-stamp organizations. According to the CCP, company party organizations can take 



part in decision-making to ensure that the company’s activities are in line with the country’s 
policies. The organization is also in charge of any labor union. In addition, it is the company’s sole 
responsibility to provide funding to finance the party organization’s activities. At some firms, the 
Communist sickle-and-hammer symbol is posted around the office space.  

The latest number is a sharp increase from 2011 data provided by the Organization Department, 
which stated about 47,000 companies that receive foreign investment have complied with rules to 
set up a party apparatus. 

The number of Chinese-owned private companies in China with party branches also saw a 
spike—topping 2.72 million, which accounted for 67.9 percent of all Chinese-owned companies, 
according to Qi. 

“This explains the CCP’s mentality, which is that it doesn’t trust anyone or anything. It must have 
its own people to monitor from within. So there are party organizations everywhere, including 
religious organizations such as temples and Buddhist nunneries,” said Xia Yeliang, former 
associate professor of economics at Peking University, in an interview in Washington, D.C. with 
the New York-based television station New Tang Dynasty Television (NTD). 

Party control within companies is nothing new. According to the Chinese news website China 
Business, which is run by the CCP-affiliated think tank, the Chinese Academy of Social Sciences, 
party branches in foreign-invested companies have a history dating back to the 1980s, when 
China first opened itself up to foreign investment. DuPont was the first foreign company in the 
Pudong New District to set up a Party branch when it opened an office there in 1990. 

Recently, the CCP has slowly begun to exert greater control over local and foreign companies. 

In August, Reuters reported that a European company with a Chinese joint-venture was 
pressured to hire more party members and talk about its investment decisions with its party 
branch. In another instance, a U.S. firm moved its new facility to a location suggested by its party 
branch—because the local authorities were promoting investment in that area. 

Now, foreign-invested and private companies, under the influence of their respective party 
branches, could be swayed to invest more in China’s financially-strapped State-Owned 
Enterprises (SOEs), which the CCP is struggling to keep afloat. This year, in an attempt to sustain 
SOEs, the CCP allowed the sales of minority stakes in SOEs to private investors. 

The Wall Street Journal reported in October that Internet regulators in China planned to take 1 
percent stakes in the country’s biggest Internet companies, Tencent, Weibo, and Youku Tudou, a 
video-sharing site owned by e-commerce giant Alibaba, in order to be directly involved with the 
companies’ decision-making, a further sign of the party’s desire to exert control over private 
companies. 

State official Qi Yu elaborated on the benefits of a party apparatus for companies, stating that it 
can help them better understand China’s economic policies, resolve labor disputes, and provide 
“positive energy.” Qi’s remarks, however, drew much doubt and criticism from scholars and 
Chinese netizens. 

“On the surface, it might appear that [companies] are voluntarily setting up party branches. 
However, there is in fact an underlying threat. If these private companies do not listen, they will 
have a difficult time [doing business] onward,” said Xia. 



Xia added that with party branches influencing how companies conduct business, that could only 
mean one thing—that private companies in China are losing their ability to innovate, and 
ultimately, their competitive edge.   

“[The CCP] is trying to create a so-called free economy inside a birdcage. Sometimes, [the 
company’s party branch] will play the traditional role of the CCP labor union, other times it will 
more or less play the role of coordinating with employers,” said Hu Ping, the chief editor of Beijing 
Spring, a pro-democracy publication run from New York, in an interview with NTD. 

But Hu said the true purpose of their existence is for monitoring and surveillance. 

On Weibo, China’s version of Twitter, a netizen from Zhejiang Province wrote, “If there is a party 
branch [in a company], there wouldn’t be Chinese workers going on strike, protesting, or fighting. 
They would put their heads down and silently work as hard as slaves.” 

“The purpose is to better control the workers, to bring control to every corner of society, like a net 
that catches everything,” said another netizen with the Weibo handle “Yukun Qijiu Deputy 
Director.” 

Follow Frank on Twitter: @HwaiDer 

https://www.theepochtimes.com/china-tightens-control-on-foreign-companies-with-party-
apparatus_2343482.html 
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Command and control: China’s Communist 
Party extends reach into foreign companies 

 

Chinese President Xi Jinping attends the 19th National Congress of the Communist Party of China at the 
Great Hall of the People in Beijing in October. Xi’s vision of complete control over Chinese life is intruding 
into the boardrooms of foreign firms.  
(Xinhua News Agency//Getty Images) 

By Simon Denyer  
Jan. 28, 2018 at 6:30 p.m. EST 

BEIJING — American and European companies involved in joint ventures with state-owned 
Chinese firms have been asked in recent months to give internal Communist Party cells an 
explicit role in decision-making, executives and business groups say. 

It is, they say, a worrying demand that threatens to put politics before profits, and the interests 
of the party above all other considerations. It suggests that foreign companies are no longer 
exempt from President Xi Jinping's overarching vision of complete control. 

"The creeping intrusion by the party apparatus into the boardrooms of foreign-invested 
enterprises has not yet manifested itself on a large scale, but things are certainly going down 
that path," said James Zimmerman, a managing partner of the law firm Sheppard, Mullin, 
Richter and Hampton and former chairman of the American Chamber of Commerce in China, 
who is instructing clients to "push back." 



The party's demand would give its cells a formal role in approving management decisions, such 
as investment plans or personnel changes. And that is ringing alarm bells. 

At the same time, a campaign to reinforce China's draconian censorship of the Internet is 
beginning to affect foreign companies. 

The twin efforts to keep tabs on foreign companies are an expression of the Communist Party's 
constant paranoia about internal stability. But they also represent a shift in the balance of power 
here, as China feels itself to be stronger economically and Western businesses more 
dispensable. 

Not every company is affected by the changes. Larger enterprises have dedicated lines and 
special technology ensuring unfettered Internet access. But the smaller ones do not have that 
latitude. 

By the same token, wholly owned foreign ventures have not faced the same pressure from 
internal party cells, while even companies involved in joint ventures are pushing back against 
the new demands. 

But everyone is aware which way the wind is blowing. 

For decades, China was something of an El Dorado for foreign companies, its low wages luring 
manufacturers and its vast consumer market and rapidly expanding middle class presenting an 
unrivaled opportunity for growth — even if it was always a challenging place to operate. These 
days, the mood has perceptibly changed: China is no longer so keen to put out the welcome 
mat, and foreign companies are increasingly prone to complain of unfair treatment. 

Even after the wholesale transformation of the Chinese economy, the Communist Party has 
remained ever present in business. Executives of state-owned firms are party members, while 
under Chinese law, any organization that has three or more party members has to provide the 
"necessary conditions" for cadres to establish a party cell. 

In practice, that rule has not, up to now, been intrusive. 

Party members might use company premises to meet, but they would tend to do so after office 
hours and might help organize social events for employees. Executives described relations as 
friendly and cooperative, with the cells acting at times as if they were adjuncts to existing human 
resources departments. 

In the past year, that has begun to change. Party members are expected to spend more time 
studying Xi Jinping Thought, the president's political theory, in office hours or in time-consuming 
off-site retreats. Although a formal role for party cells in management decisions is not required 
under Chinese law, business executives are worried about a trend toward growing party 
interference. 

"The long-term negative cost, in my view, is the inefficiencies and wastefulness that are likely to 
result from political influence that has no other purpose than to drive the political machine," 
Zimmerman said. 



The European Chamber of Commerce in China said in a statement that introducing an 
"additional layer of governance" would have serious consequences for the independent 
decision-making ability of joint-venture companies and deter investment from the continent. 

China's investment law stipulates that foreign companies must enter into joint ventures in many 
sectors of the economy. Already, many companies fear they are being used simply to mine their 
intellectual property, before they are one day pushed aside by their erstwhile partners. 

For now, minority joint ventures are feeling the most heat from party cells, but even 50-50 joint 
ventures have reported a growing assertiveness, executives and business groups say. 

"That's the danger European investors see, a kind of salami-slicing tactics, that starts with the 
minority joint ventures, then heads for the 50-50 joint ventures, and eventually heading for the 
100 percent foreign-owned companies," said Joerg Wuttke, former president of the European 
Chamber of Commerce. 

"We really want people here to understand: We don't object to party activities or people, but we 
do want them to stay away from operational questions," Wuttke said. 

The controls on the Internet could follow a similar salami-slicing tactic, whereby controls are 
extended across smaller companies first. 

China has embarked on a major crackdown on VPNs, or virtual private networks, technology 
that is widely used to jump over the country's Great Firewall to gain access to banned websites 
such as Google, Facebook, Twitter and many foreign news sites. 

Although large companies use dedicated lines and technology known as MultiProtocol Label 
Switching, which allows them to bypass the firewall and encrypt messages, that's often too 
expensive for small and medium-size enterprises that rely on commercial VPN and encryption 
software. 

Some companies have had ports closed down until they register with local telecommunications 
operators and report who is accessing the Internet and why. 

To regain full access to the Internet, one American company was asked to sign a "solemn 
commitment" — that it would obey the Chinese Communist Party's "seven bottom lines," do 
nothing to undermine the socialist system, public order or social morality, and wouldn't use the 
Internet to violate the interests of the state. 



 

Chinese President Xi Jinping shown on a screen in front of logos of China’s leading Internet 
companies, Tencent, Baidu and Alibaba Group, during the fourth World Internet Conference in 
Wuzhen, China, in December. (Aly Song/Reuters) 

The agreement, made in Shanghai last November, is typical of the hoops some foreign 
companies are having to jump through to maintain access to the Web, and to continue doing 
business in a country where politics is back on top of the agenda. 

That has led many American companies to take a "much more cautious approach" to regulating 
who within their organization uses VPN software, said Jake Parker, vice president of China 
operations at the U.S.-China Business Council in Beijing. 

A mergers and acquisitions team might, for example, be cleared to access websites such as 
Reuters and the Financial Times to make better business decisions, but other staffers would be 
more restricted, Parker said. 

"That's because there is an emerging consensus among our legal counsels that using VPNs for 
noncommercial functions could be construed as potentially violating China's rules and 
regulations," he said. "There is a 'more safe than sorry' approach." 

Parker said not everyone was taking this approach, but there has been a shift in that direction, 
with "10, 15 or 20" companies saying they had adopted similar procedures. 

An ongoing clampdown on VPN use by private individuals could also have a negative effect on 
recruitment, executives say: Parents will be reluctant to relocate to China if their children can't 
access their preferred social media sites, many of which are banned here. 

A more fundamental anxiety is that the Communist Party will ultimately demand to see 
everything that flows in and out of the country over the Internet, under China's new 
Cybersecurity Law, which went into effect in June. 



How China is building an all-seeing surveillance state 

 
China is pursuing an ambitious plan to make an omnipresent video surveillance network. The Post's 
Simon Denyer looks at the technology behind it all. (Simon Denyer, Shirley Feng, Joyce Lee/The 
Washington Post) 

"How safe will [intellectual property] and trade secrets be? Will servers have to be stored here? 
Will companies have to hand over encryption codes to Chinese authorities?" asked a Beijing-
based diplomat, who spoke on the condition of anonymity to discuss sensitive matters. 

"Could perhaps entire industry sectors become off limits for foreigners for security reasons? It's 
not clear whether Chinese authorities are aware of possible collateral damage to businesses." 

To an extent, Beijing does not care as much about foreign firms as it used to, with a definite 
hubris setting in after the Western financial crisis, experts say. 

"Foreign companies used to be seen as special here, as friends of China," said James 
McGregor, a China-based author and businessman. "But that kind of flipped during the Western 
financial crisis." 

Attitudes changed, he said. China began to believe its system of state-directed capitalism was 
superior to the West's, and that foreign companies are simply "here to serve us." 

One consequence: As President Trump starts to take retaliatory action against China over its 
trade and business practices, Beijing is putting off some of its most valuable lobbying partners. 

"In the past, foreign business has been an important ally for China, but the country now appears 
to be alienating it at a time when it most needs friends abroad," said Wuttke, the former 
president of the European Chamber of Commerce. 



 

 

 

https://www.washingtonpost.com/world/asia_pacific/command-and-control-chinas-communist-
party-extends-reach-into-foreign-companies/2018/01/28/cd49ffa6-fc57-11e7-9b5d-
bbf0da31214d_story.html 
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“The red badges are OK!”

“Party-building + Foreign Enterprises” Release “Red Productivity”

By Ye Xiaonan and Guo Chaokai

08:52 January 18, 2018    Source: People’s Daily Online-People’s Daily Overseas Edition

The Party Branch of Spectrum Brands organized the Party members in the company to study the
guiding principles of the 19th National Congress.

Photo by Zhang Zhihong

Examine Party-Building in KPI

“I could only describe it as ‘surprise.’ I did not expect to be elected in the end, especially as a
grassroots employee of a foreign company.” Li Chengchun, Secretary of the Party Committee
and Deputy General Manager of Samsung Electronics (Suzhou) Semiconductor Co., Ltd., said
that he was overwhelmed with excitement when he was elected as a delegate to attend the 19th
National Congress.

Li Chengchun took the lead in allowing party-building to take root and blossom in foreign
companies. It was his most proud decision since he joined the company for more than 20 years.
Today, in Samsung (Suzhou), the “foreign bosses” highly praise the party-building. All seven
Chinese senior executives of the company are Party members, and 74% of them are middle-level
managers or above. First-line employees are lining up to join the Party. ... Party-building has
become one of the highlights of corporate development.

Carrying out party-building in foreign companies has always been considered difficult, and
Samsung Electronics Semiconductor Co., Ltd. in Suzhou Industrial Park was no exception from
the beginning.



When Li Chengchun recalled the situation back then, he had a lot to tell the newspaper. After he
graduated from Harbin Institute of Technology in 1996, he went south to Suzhou and applied for
a job at Samsung Semiconductor. Li Chengchun quickly integrated into the new workplace in
Samsung, but still, from the bottom of his heart, he longed to find a sense of belonging. “First, I
wanted to integrate into this southern city as a stranger; second, I wanted to find the Party
organizations.” What he was thinking at that time coincided with the vision of Suzhou Industrial
Park that was looking to achieve “ice-breaking” in party-building in foreign companies.

However, when the Party Branch was established in 1998, it was relatively untried to carry out
party-building in foreign companies. Li Chengchun faced immense pressure from the capital, the
management, and even the employees.

Li Chengchun has withstood the pressure and adopted a development orientation to integrate
party-building into establishing the corporate culture framework. Also, he initiated and organized
various activities outside the “eight hours” to gather popularity. After work, members of the
Branch visited the dormitory and encouraged the employees to join the Party. When the
employees encountered language barriers, the corporate Party School offered Korean courses;
when the employees needed to “recharge,” they invited experts to teach ... That became a “magic
weapon” for the Party Branch to rally public support.

In 2007, the company’s Party organization was the first to be upgraded to a Party Committee
among the Party organizations in the foreign companies in the park. Fang Zhenghao, then
general manager of the Korean side, said proudly, “I am proud that our company has such a
Party organization.”

In the Spring Festival of 2014, the company received instructions from the headquarters
requesting rapid trial production of the new product. The Party Committee convened the
technical backbones of Party members immediately. They stayed at production posts during the
festival, and thanks to their efforts, the trial production of the new product went smoothly. By
taking a series of high-efficiency actions in promoting and serving the development of the
enterprise, the Party organization created value for the enterprise and earned their status, and the
Party members started gaining respect.

Today, Li Chengchun’s company has introduced a KPI (Key Indicator Quantification) model in
party-building, that is, the party-building is broken down into more than ten key performance
indicators, the tasks are broken down in layers, and all major, small, and detailed tasks are
planned, targeted, inspected, evaluated, and audited to create corporate-specific  “efficient party
work.”

After the 19th National Congress of the Communist Party closed, Li Chengchun returned to the
Suzhou Industrial Park from Beijing. Early the next morning, the employees of the company
gathered in his office, hoping to learn more about the guiding principles of the 19th National
Congress from him. “I not only gave public lectures to the company’s Party Committee, trade
union, women’s federation, etc., but also went outside. For instance, I also visited Suzhou
Industrial Park, the Park Court, the Park Customs, Suzhou University of Science and



Technology, and large state-owned enterprises. After more than a month, the total number of
lectures has exceeded 30, and the number of participants has exceeded 10,000. ”

At present, like the company where Li Chengchun works, many Party organizations and Party
members in other foreign companies carry out activities and play a role in serving the production
and operation of enterprises and serving the broad masses of employees. The cohesiveness and
appeal of the Party organizations have been continuously strengthened, and the role of the Party
organizations and Party members has won widespread recognition from enterprises.

In Shanghai, the Party organization in Nokia Shanghai tailored individualized career
development plans for the employees, and the enthusiasm, creativity, and sense of belonging of
the employees increased significantly. In Tianjin, the Party organization in the Japanese-owned
enterprise Tianjin Mitsumi Electric provided guidance for the employees and made great efforts
in coordinating and resolving conflicts when the enterprise faced difficulties. Eventually, the
enterprise not only managed to hold its ground but also expanded its production scale, and the
Party organization won the trust of investors.

Yang Daming, a Party member working for American-funded Ford Motor (China) Co., Ltd.,
broke through the bottleneck of new energy vehicle promotion and was hailed as a “live
dictionary” for new energy policies by the foreign executives.

“Throw-away” and “Praise” from the Foreign Boss

For the Party members and employees of Xiamen American-funded Spectrum Brands (Xiamen)
Industrial Co., Ltd, the summer of 2008 was an unforgettable moment in their careers because, in
that summer, the company’s Party Branch was rated “Advanced Grassroots Party organization”
of Xiamen Haicang District.

The members of the party branch still remember that the then General Manager of Asia-Pacific
Region, Reeves, happily put on the sash and held the medal to take a picture. He raised his
thumbs for the employees wearing a small red badge that represented their Party membership,
“The red badges are all OK!”

The Party Branch Secretary Hu Jiaxun found himself emotional when reflecting on the initial
difficulties and challenges of carrying out party-building in the foreign-funded enterprise.

At the beginning of the establishment of the Party Branch in Spectrum Brands (named “Baide
Company” at that time), they faced fierce opposition from Ade, an American investor who was
then the director of the Asia-Pacific R&D Center. Ade angrily instructed the supervisors to throw
all the plaques and flags of the Party Branch into the trash cans. Facing the anger of Ade, Hu
Jiaxun, the Party Branch Secretary, did not step away or feel discouraged. Instead, since he was
the department manager, he often highlighted the outstanding performances of some employees
when reporting to Ade. Those employees, including himself, were members of the Communist
Party. When Ade learned that so many middle and senior management personnel and technical
backbones were members of the Communist Party, he gradually realized his misunderstanding
and dropped his guard against the Party organization. He began to acquiesce in their work but set



“three rules”: activities during office hours are not allowed, using company resources to carry
out organizational activities is not allowed, and adding financial burdens to the company is not
allowed.

As the saying goes, actions speak louder than words. Facing the doubts of senior foreign
executives, Hu Jiaxun chose to dispel their concerns by leading the Party members and
employees to make continuous efforts and contributions to the company’s rapid development.
Under nearly harsh conditions, Hu Jiaxun led the research and development team to optimize the
production process, merge the four production lines of the faucet into two, and increase the
production capacity from 110 pieces/hour to 260 pieces/hour. Party members Ke Xiangjin and
Pan Qiaoyan led the engineering team to accomplish the project “Lock handles -- replace zinc
alloy material with aluminum alloy material,” saving $1.35 million in costs for the company.

Reeves was amazed by the positive difference that Hu Jiaxun and the Party Branch made. To this
end, he specifically designated one of the company’s four conference rooms for the Party
Branch. In 2012, the company’s Party Branch was rated as “Fujian Province Excel-in-the-
Performance Grassroots Party organization.”

When foreign-funded enterprises found their feet in China, it is often inseparable from the
sincere cooperation and hard work of excellent employees. Party organizations and Party
members often play a crucial role in this process. In fact, at present, Party organizations and
Party members are playing a more prominent role in foreign-funded enterprises, releasing the
“red productive forces” effectively. The role of Party organizations and Party members in foreign
companies has become increasingly prominent and virtually become a “booster” for the rapid
and healthy development of foreign-funded enterprises.

Since the reform and opening up, foreign-funded enterprises have grown dramatically in China
and become a new area of party-building. After years of exploration, various localities have
gradually worked out a set of effective working methods. The coverage of Party organizations
has been continuously expanded, with a large number of advanced model representatives
emerging. Party organizations and Party members continue to play a critical role in foreign-
funded enterprises. They have earned widespread recognition from our overseas friends.

Party-building is a unique competitiveness

From rejection to acceptance and from skepticism to praise, the crucial role of Party
organizations and Party members has now been recognized by many foreign-funded enterprises.
Data show that as of the end of 2016, a total of 75,000 foreign-funded enterprises nationwide had
established Party organizations, accounting for 70.8% of the total number of foreign-funded
enterprises.

Relevant questionnaire surveys show that 91.1% of foreign investors believe that Party
organizations are helpful to the development of their enterprises; 71% of Chinese middle-level
and senior management staff, 75.1% of Party members, and 64.7% of ordinary employees think
that Party organizations play a “good” or “pretty good” role.



Today, even Wal-Mart, an American-funded company, has set up Party organizations in their
Nanjing stores, breaking the habit of never setting up any Party organizations in their stores.

More than 400 “invisible Party members” in Shanghai GM, a Sino-US joint venture, showed
their identities and participated in Party-organized activities enthusiastically.

“The outstanding work of the Party organization in Samsung Electronics (Suzhou)
Semiconductor has not only won the recognition of Samsung’s foreign executives but also
promoted the party-building of other Samsung subsidiaries in China. According to incomplete
statistics, more than 30 companies and research institutes of Samsung (China) have established
Party organizations, and the party-building of many companies has become a model for local
Party-building of foreign companies.” Li Chengchun said.

“After years of exploration and practice, especially since the Central Government issued the
Opinions on Improving and Strengthening Party organization’s Construction in Non-SOEs
(Temporary) in 2012, party-building in foreign-funded enterprises has made significant progress,
and organizational coverage and work coverage have continued to expand.” In an interview with
this newspaper, a person in charge of the Organization Department of the Zhejiang Provincial
Party Committee said, “At the same time, various localities have gradually developed some
effective methods in strengthening party-building in foreign-funded enterprises. At present, we
are actively pushing forward the Party organizations of foreign-funded enterprises to promote the
campaign of establishing ‘Double Strong’s and Six Good’s.’ Also, we are expanding the
practices of Party members’ public commitments, Party member pioneer posts, Party member
model posts, and Party member responsibility areas.”

Meanwhile, party-building has brought a deeper understanding of China’s development path,
development model, and system superiority to more and more foreign-funded enterprises. Party-
building has also become vital access to connect with overseas friends, spread Chinese voices,
and show China’s image.

“The party-building has helped us improve our ability to integrate into the Chinese mainland,
which has given us unique competitiveness compared to other foreign-owned hotels,” said
Stephen, the former General Manager of The Westin Beijing Financial Street.

Xin Zhengkun, head of the Korean-funded company Lejin Display (Yantai) Co., Ltd., believes
that the Chinese Communist Party’s governing experience is worth learning, and they call on
their employees to learn from the Party members around them.

In Dongguan Samsung Vision, Beijing Hyundai, Beijing Benz, and other enterprises, foreign
executives were deeply influenced by the deeds of Party members around them. They not only
continuously support party-building in terms of people, finances, and resources, but also actively
participate in some activities organized by the Party organizations.

(Production Editors: Yang Lina, Chang Xuemei)
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高层动态 干部论坛 人事 反腐 云平台 时代先锋 理论评论 党建 党史

“挂红牌的都OK！”

“党建+外企”释放“红色生产力”

叶晓楠  郭超凯

2018年01月18日08:52    来源：人民网－人民日报海外版

品谱公司党支部组织公司党员学习十九大精神。

　　张智宏摄

KPI里考党建

“只能用‘惊喜’来形容，没有想到 终可以当

选，尤其是作为一个基层的外资企业员工。”三星电子

（苏州）半导体有限公司党委书记、副总经理李成春说

起自己当选十九大代表时，难掩激动。

入职20多年来，李成春 引以为豪的决定，就是

带头让党建工作在外企生根发芽、开花结果。如今在苏

州三星，“洋老板”对党建高度称赞，公司的7名中方
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高管全部是党员，中层以上管理人员中党员占比为

74%，一线员工争着排队入党，党委组织活动“一呼百

应”……党建已成为企业发展亮点之一。

在外企开展党建工作，一直被视为难点。起初，在

苏州工业园区的三星电子半导体有限公司，这也不例

外。

当李成春向本报回忆起当时的情景时，感慨很深。

李成春1996年从哈尔滨工业大学研究生毕业后，南下

来到苏州，应聘到三星半导体公司工作。李成春很快就

适应了三星的工作，但他还有一个强烈的愿望，就是寻

找到归属感，“一是想融入这个陌生的南方城市，二是

想找到党组织”。这也和当时苏州工业园区希望在外企

实现党建“破冰”的设想不谋而合。

不过，1998年成立党支部时，在外企开展党建工

作还是一件新鲜事儿，李成春面临着资方、管理层甚至

是员工方面的种种压力。

李成春顶住了压力，确立了将党建工作和企业文化

建设相融合的发展定位，在“8小时”之外积极举办活

动聚人气。支部成员下班后，到宿舍宣传，鼓励员工入

党；员工遇到语言障碍，企业党校开办韩语课；职工需

要“充电”，组织请专家授课……这成为党支部凝聚人

心的“法宝”。

到了2007年，公司党组织在园区外企中第一家升

格为党委建制，时任韩方总经理方正浩自豪地说：“公

司有这样的党组织，我感到骄傲。”
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2014年春节，公司接到总部指令，要求迅速展开

新产品试生产，党委第一时间召集党员技术骨干，留守

节日生产岗位，新产品试产顺利进行。党组织在推动和

服务企业发展过程中的一系列高效行动，在为企业创造

价值的同时，也为党组织赢得了地位、为党员赢得了尊

重。

如今，李成春所在公司的党建工作已导入了

KPI（关键指标量化）模式，也就是把党建工作分解成

十多个关键绩效指标，层层分解任务，大项、小类和细

目工作全部做到有计划、有目标、有检查、有评价、有

考核，打造出富有企业特色的“高效党务”。

党的十九大闭幕后，李成春从北京返回苏州园区，

次日一大早，公司员工们就围在办公室内，希望能第一

时间听他传达十九大精神。“我不仅给公司党委、工

会、妇联等集体进行宣讲，还去外面宣讲，比如我还去

了苏州市工业园区、园区法院、园区海关、苏州科技大

学以及大型国企等，1个多月下来，累计宣讲次数超过

30次，参加人数超过1万人次。”

当下，和李成春所在的公司一样，还有很多外企的

党组织和党员，围绕服务企业生产经营、服务广大职工

群众开展活动、发挥作用。党组织的凝聚力、感召力不

断增强，党组织和党员发挥的作用赢得了企业的普遍认

可。

在上海，诺基亚上海公司党组织为职工量身定制了

个性化职业发展规划，职工的积极性、创造性、归属感

明显增强。在天津，日资企业天津三美电机党组织在企
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业面临困难的时刻，深入细致做好职工的思想工作，积

极协调化解矛盾。企业不仅稳住了阵脚，还扩大了生产

规模，党组织赢得了出资人信任。

美资企业福特汽车（中国）公司党员杨大明突破新

能源汽车推广瓶颈，被外方高管誉为新能源政策“活字

典”。

外方老板的“扔”与“捧”

对厦门美资企业品谱工业公司的党员职工而言，

2008年的夏天是他们职业生涯中难以忘记的一段时

光。因为在那个夏天，公司党支部被评为厦门海沧

区“先进基层党组织”。

党支部成员们至今还记得，时任公司亚太区总经理

里维斯高兴地披上授带、手捧奖牌拍照留念，并翘起大

拇指连连称赞这些拥有代表党员身份的红色小标牌的员

工：“挂红牌的都OK！”

谈起当初在外资企业开展党建工作的种种艰辛，党

支部书记胡家勋不禁感慨万千。

品谱公司（时名“百得公司”）党支部成立之初，

遭到了时任亚太区研发中心总监的美方投资人艾得的激

烈反对，他愤怒地指示手下主管把党支部的牌匾、党旗

等全部扔到垃圾桶。面对艾得的愤怒，党支部书记胡家

勋并没有消极回避和气馁，而是利用自己部门经理的身

份，常借汇报工作之机向他介绍一些员工的突出表现，

待时机成熟再向其说明，这些员工包括我自己在内，都

是共产党员。发现身边这么多中高层管理人员和技术骨
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干都是中共党员，艾得逐渐消除了对党组织的误解和戒

心，开始默许党组织工作，但是提出了“三不准”：不

准利用上班时间开展组织活动；不准占用公司的资源开

展组织活动；不准给公司增添任何财务负担。

面对外籍高管的质疑，胡家勋选择用真才实干来打

消他们的忧虑，带领党员职工持续攻坚，助力公司快速

发展。在近乎苛刻的条件下，胡家勋带领研发小组优化

生产流程，将水龙头4条生产线合并成2条，生产能力

由110件/时提升至260件/时。党员柯向进、潘巧艳则

带领工程小组顺利攻克“锁具把手铝合金材料替代锌合

金材料”项目，为公司节约成本135万美元。

胡家勋以及党支部发挥的积极影响让里维斯赞叹不

已。为此，他专门从公司4间会议室中特批一间给党支

部专用。2012年，该公司党支部被评为“福建省创先

争优先进基层党组织”。

外资企业在中国投产落地，往往离不开优秀员工的

精诚合作和奋发努力，而在这一过程中，党组织和党员

往往发挥中坚作用。事实上，当前，党组织和党员在外

资企业中的作用进一步凸显，“红色生产力”得到有效

释放，党组织和党员在外企中的作用愈发突出，无形中

已成为外资企业快速、健康发展的“助推器”。

改革开放以来，在华外资企业从无到有、由少到

多，已成为党建的新领域。经过多年的探索，各地逐渐

摸索出一套行之有效的工作方法，党组织覆盖范围不断

扩大，涌现出一大批先进模范代表。党组织和党员在外
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资企业中持续发挥关键作用，赢得了国际友人的普遍认

可。

党建是特殊竞争力

从拒绝到接受，从质疑到称赞，如今党组织和党员

的关键作用已经赢得了众多外资企业的认可。数据显

示，截至2016年底，全国共有7.5万户外资企业建立了

党组织，占外资企业总数的70.8%。

相关问卷调查显示，91.1%的外方出资人认为党组

织对企业发展有帮助，71%的中方中高层管理人员、

75.1%的党员和64.7%的普通职工认为党组织发挥作

用“好”或“较好”。

于是人们看到，美资企业沃尔玛打破从不在门店成

立政党组织的惯例，在南京门店成立了党组织。

中美合资企业上海通用400多名“隐形党员”亮出

身份，踊跃参与党组织的活动。

“苏州三星半导体公司党组织出色的工作成果赢得

了三星外资高管的认可，同时也推动了三星其他在华子

公司的党建工作。据不完全统计，中国三星的30多家

企业和研究所已成立了党组织，不少企业的党建已经成

为当地外企党建的楷模。”李成春说。

“经过多年探索实践，特别是2012年中央印发

《关于加强和改进非公有制企业党的建设工作的意见

（试行）》以来，外资企业党建工作取得明显进展，组

织覆盖和工作覆盖不断扩大。”浙江省委组织部有关负

责人在接受本报采访时表示，“与此同时，各地在加强
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外资企业党建工作中，也逐渐探索出了一些行之有效的

办法。当前，我们正积极推动外资企业党组织持续开

展‘双强六好’创建活动，推广党员公开承诺、党员先

锋岗、党员示范岗、党员责任区等做法。”

与此同时，越来越多的外资企业通过开展党建工

作，深化了对中国发展道路、发展模式和制度优势的认

识。党建工作成为联系国际友人、传播中国声音、展示

中国形象的重要窗口。

北京金融街威斯汀酒店原总经理史蒂芬说：“党建

工作帮助我们提高了融入中国本土的能力，这让我们和

其他外资酒店相比，具有了特殊的竞争力。”

韩资企业乐金显示（烟台）有限公司负责人辛正坤

认为，中国共产党的执政经验值得他们学习，他们号召

职工向身边共产党员学习。

在东莞三星视界、北京现代、北京奔驰等企业，外

方高管深受身边党员事迹感染，不仅在人、财、物等方

面大力支持党建工作，而且还积极参加党组织开展的一

些活动。

(责编：杨丽娜、常雪梅)
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Outline 

Huawei always insists on balanced growth and commits to fulfilling our social 

responsibilities rather than blindly pursuing maximum commercial benefits and scale. 

As a leading global ICT solutions provider, we provide information network products and 

services. The global network needs to be stable at all times. It is our primary social responsibility 

to support stable and secure networks for customers, including in times of natural disasters, such 

as earthquake and tsunami, and other emergencies like war. 

Huawei’s Employee Business Conduct Guidelines set out the legal and ethical requirements 

that every Huawei employee should follow in conducting business activities. This means that in 

addition to abiding by all applicable laws and regulations, we should also have a great sense of 

social responsibility and fulfill our corporate social responsibility.  

1.0 Introduction 

Adherence to laws and ethics by each – employee of the Company (the “Employee”, 

collectively, the “Employees”) is one of the solid bases that ensures the Company's long-term and 
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sound development. After studying the cases that have happened in the Company and the global 

environment in which the Company operates, and discussing in depth what regulations with which 

our employees should comply while conducting business activities, we has developed the  

Employee Business Conduct Guidelines (BCG). BCG provides guidance and assistance for us to 

comply with laws and ethical standards. 

The BCG is general business conduct guidelines to which all Employees should adhere. In 

addition to the BCG, Employees should comply with other rules of the Company, departments that 

Employees work for and business industries that Employees are engaged in. If there are any 

internal rules and regulations of the Company that conflict with the BCG, the BCG takes 

precedence. The world is constantly changing, and business of the Company and the world are 

undergoing continuous development. As a result, new ethical and legal issues continue to emerge. 

There is no single guideline that fits every situation. Company will regularly review and update 

the BCG. As new issues emerge, the BCG or specific business rules may have new interpretations 

and applicability within the scope of their basic principles. If you have any doubt as to the 

interpretation or applicability of the BCG or business rules, consult your manager. If you feel that 

your manager cannot provide clarification, or you are doubtful of the answers provided by your 

manager, you or your manager can consult the Employee Relations Department of Huawei Human 

Resources Department by mail at BCGinquiries@Huawei.com.  

The Company’s business is global. BCG is developed to be compliant with the local laws of 

the countries where Company does business. However, the laws, regulations and religious customs 

vary significantly from country to country. Therefore, if any item in the BCG is in conflict with 

local mandatory provisions of law, regulation or religion, Employees should adhere to those 

mandatory provisions. 

BCG is applicable to all Employees who are contracted with Huawei Investment & Holding 

Co., Ltd. or any of its directly or indirectly controlled subsidiaries (for the purposes of this 

document the “Company” shall mean the legal entity, among these companies, with which the 

Employee establishes an employment relationship). For other personnel, relevant business 

departments can refer to and use the BCG. BCG is very important to the Company. Each employee 

should sign, learn, understand and comply with the requirements in the BCG. Any violations of the 
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BCG will be subject to appropriate  disciplines (including the termination of the employment 

contract, pursuit of legal liability, etc.). 

If you discover any behaviorthat violates the BCG, please submit an allegation through the 

following channels:  

NOTES: BCG complain/Huawei 

Email: BCGcomplain@Huawei.com

Company will investigate allegations and will not  allow threats or  retaliation toward 

employees who make the allegations.  

Human Resources Department owns the interpretation and regular maintenance of the BCG. 

2.0 Basic Guidelines 

All Employees shall keep their commitments, adhere to BCG, work honestly, be diligent in 

the job and avoid fraud. Every Employee should adhere to the following guidelines：

 The responsibility to protect the security of customers’ network and business will never 

be outweighed by the Company’s own commercial interests.  

 Be honest and reliable in all business activities and relationships of the Company. 

 Comply with laws and regulations that are applicable to the Company and provide 

guidance to the Company's business operations. 

 Protect and appropriately use assets of the Company and respect the intellectual property 

rights of others. 

 Protect the Company’s interest and appropriately manage conflicts between corporate 

and private interests. 

 Treat with respect and fairness the differences in cultures and religious beliefs of 

customers, suppliers, business partners, and employees from all over the world. 

mailto:BCGcomplain@huawei.com
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3.0 Internal Business Conducts 

3.1 Maintaining Work Environment 

3.1.1 Prohibiting Discrimination or Harassment 

Company does not allow the following conducts in the workplace: 

 Discrimination in regard to race, color, religion, gender, age, national origin, genetics, 

disability or other factors unrelated to  legitimate business interests. 

 Sexual harassment in word or deed. 

 Inappropriate comments, jokes, or behaviors. 

3.1.2 Prohibiting Illegal Conduct 

The following conduct is prohibited because it may be illegal or have an adverse impact on 

the workplace environment:   

 Threat. 

 Violent behavior. 

 Conduct in the workplace that creates, encourages, or permits intimidation or an 

offensive environment. 

 The possession of weapons of any type. 

 The possession, use, distribution, or sale of illegal drugs or other controlled substance, 

except for approved medical purposes. 

3.1.3 Prohibiting Alcoholic Beverages 

Employees should not be on Company premises or in the Company workplace if they are 

under the influence of or affected by illegal drugs, controlled substances used for non-medical 

purposes, or alcoholic beverages. Consumption of alcoholic beverages on Company premises is 

not permitted.  
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3.2 Protecting Company's Assets 

Company has a large variety of assets that consist of tangible (physical) and intangible assets 

(proprietary information). Company's intellectual property, especially the technology and business 

secrets are the most important assets of the Company. They are the output of the hard work of all 

Company employees. Protecting all of these assets is critical. Their loss, theft, or misuse 

jeopardizes the future of the Company. Employees are responsible for protecting the Comany's 

tangible assets, intellectual property, technology secrets, business secrets, and other intangible 

assets. Moreover, Employees should be alert to any exposures of the Company assets. They should 

report to their direct manager or the appropriate department any abnormal situation that may come 

to light. 

There have been significant instances where the Company's physical or intellectual property 

assets were used illegally or without authorization. In some of these instances, certain individuals 

(including former Huawei employees) have been prosecuted for such activities, and have been 

found criminally liable for their participation in the theft of Company assets. 

3.2.1 Physical Assets 

Company's physical assets, such as facilities, equipment, systems, corporate credit cards, and 

supplies, must be used only when conducting business on behalf of the Company or for purposes 

authorized by management of the Company. 

3.2.2 Information and Communication Systems of the Company 

The Company's information and communication systems, including the Company’s 

connections to the Internet, are vital to Company's business. Company has the right to monitor its 

information and communication systems to ensure that they are secure. Any inappropriate use of 
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Company’s systems is a misuse of Company’s assets. 

 Employees can use information and communication systems only to conduct business 

on behalf of the Company or for other incidental purposes authorized by management of 

the Company.

 Without authorization, Employees should not use information and communication 

systems to visit websites that are irrelevant to their work. 

 Employees are responsible to ensure that the use of information communication systems 

is appropriate for proper purpose. It is also inappropriate to use information and 

communication systems in a manner that interferes with another employee’s 

productivity or the productivity of others. 

3.2.3 Proprietary Information of the Company 

Proprietary information is information that is owned by the Company, including information 

in databases. Proprietary information includes such things as the Company's technical or scientific 

information relating to current and future products, services or research; business or marketing 

plans or projections; earnings and other financial data; personnel information including executive 

and organizational changes; software in object or source code form; and consultancy deliverables, 

documents, and training materials that are obtained by the Company from a third party such as a 

consulting company. This information, particularly the Company’s confidential information, gives 

Company a competitive advantage in the marketplace. Company would be damaged if it's 

proprietary information is disclosed without authorization, or is used by competitors or others in 

the industry. 

3.2.3.1 Employees must adhere to the Company’s information security policies. Without 

authorization, Employees should not disclose proprietary information, or use the information 

outside of the Company. No matter whether the proprietary information is developed by an 

employee, Employee must preserve the confidentiality of the information, even after the employee 

leaves the Company. 
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3.2.3.2 Employees should be careful to avoid the inadvertent disclosure of the Company’s 

proprietary information. To avoid inadvertent disclosure, never discuss with any unauthorized 

person proprietary information that the Company considers confidential or that Company has not 

made public. Furthermore, an Employee should not discuss such information even with authorized 

Employees if in the presence of others who are not authorized, for example, at a trade show 

reception or in a public area, such as an airport, or when using a cellular or wireless telephone or 

an electronic bulletin board or database. Employees should also not discuss such information with 

family members or with friends, who might innocently or unintentionally pass the information on 

to someone else. 

3.2.3.3 A harmful disclosure may start with the smallest leak of bits of information. Fragments of 

information that employees disclose may be pieced together with fragments from other sources to 

form a fairly complete picture. 

3.2.4 Intellectual Property Rights of the Company 

The Company's intellectual property rights include, but are not limited to patents, trademarks, 

copyrights, business secrets and other information. Employees should adhere to corporate policies 

concerning intellectual property rights and information security, protect and legally use corporate 

intellectual property. 

Employees assign to the Company all of their rights and interests in intellectual property that 

they developed while they are employed as managers, technicians, product planners, programmers, 

scientific researchers, trainers, educators, or in other professional capacities. The intellectual 

property includes such things as ideas, inventions, designs, computer programs and technical 

documents that relate to the Company's actual or anticipated business, research or development or 

that are suggested by, or result from, work or tasks employees perform for, or on behalf of, the 

Company. Employees must report the intellectual property to the Company. 

While employed by the Company Employees must adhere to the following: 
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 Before developing new products or services or using new products or service names, 

employees must determine whether this development or use may give rise to any issue of 

intellectual property rights. 

 Before applying for patents, employees should seek advice from the Intellectual Property 

Rights Department of the Company and provide that department with copies of any patents 

that have been applied for or obtained.  

 Before the patents are obtained by the Intellectual Property Rights Department of the 

Company, Employees should not introduce or disclose information about the new products or 

services.  

 If Employees believe that their ideas, inventions, computer programs or other materials 

neither fall within the business scope of the Company's actual or anticipated business 

interests, nor resulted from, nor was suggested by, any of their work assignments in the 

Company, they should discuss it with the Intellectual Property Rights Department. 

3.2.4.1 Participation in External Standards Organizations 

Before Employees participate or commit the Company in any external standards organization 

or activity, employees must receive approval from management of the Company and advice from 

departments that manage intellectual property rights and standards. Employees who participate in 

standards-related activities must accept the following responsibilities:  

 Understand and comply with the commitments that they and the Company have to the 

standards organization. 

 Understand the responsibility to protect the Company’s intellectual property rights, 

especially when making a commitment or a contribution to an organization. 

 Avoid conflicts of interests. 

3.2.4.2 Open Source Software 

Involvement with Open Source Software may potentially lead to a conflict of interests with 

Company and the inappropriate transfer of the Company's Intellectual Property rights. Therefore, 

Employees involved with or who want to use Open Source Software are required to consult with 
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their management and the Intellectual Property Rights Department, and to comply with the 

Company's regulations and requirements for the participation/involvement of Open Source 

Software activities.  

3.2.4.3 Handover before Leaving the Company 

If Employees leave the Company for any reason, they must return all Company’s property, 

including, but not limited to, documents and media that contain proprietary information, and they 

may not disclose or use proprietary information.  the Company's ownership of intellectual 

property that Employees created while the employed by the Company continues after Employees 

leave the Company. When leaving the Company, employees cannot take away or use any 

Company assets, documents, codes, technologies and other proprietary information, even though 

they were generated or created by the Employees while they were employed by the Company.  

3.3 Recording, Reporting and Retaining Information 

Employees must record and report all information accurately and honestly. Every Employee 

records information of some kind and submits it to the company. For example, a product engineer 

fills out a product test report; a sales representative completes a sales report; an accountant records 

revenues and costs; an R&D person prepares a research report; and a customer service engineer 

completes a service report. 

3.3.1  One very important report that many Employees use is the expense account. Employees 

are entitled to reimbursement for reasonable expenses, but only if those expenses were actually 

incurred. To submit an expense account for any expense not incurred or for any expense not used 

for business is dishonest and prohibited.  

3.3.2 Under relevant laws, Company is required to maintain books and records reflecting the 

Company's transactions. It is essential that these books and records are accurate. It is strictly 

prohibited to provide dishonest reporting to management, monitoring departments, or auditors.  



Corporate Policy                Version:3.0 Internal 

2018-5-31 Huawei Confidential 12/30 

3.3.3 Employees must ensure that they do not make false or misleading statements in external 

financial reports, environmental monitoring reports, and other documents submitted to or 

maintained for government agencies, or status reports on contracts, particularly in situations where 

the Company is selling goods or providing services to a government client. Dishonest reporting 

can lead to civil or criminal liability for Employees or the Company.  

3.3.4  Employees must also comply with the Company policies of records management and 

retain or dispose documents properly. The policies apply to information in any media, including 

hard copy and electronic records （such as e-mail）.  

3.4 Personal Information and Property 

3.4.1 Personal Information 

Company and individuals authorized by the Company collect and maintain personal 

information that relates to Employees' employment. Company is a global organization with 

business processes, management structures, and technical systems that cross country borders, 

Employees acknowledge that, to run its business, Company may transfer personal information 

about them as an Employee to any of the countries where the Company does business. The access 

to Employees' personal information is restricted to people with a need to know. 

Employees who have access to personal information should not disclose the information 

without prior approval from management.  

3.4.2 Personal Property 

Personal items, messages or information that Employees consider private are not advisable to  

be placed or kept anywhere in the Company workplace, such as in telephone systems, office 

systems, electronic files, desks, cabinets, lockers, or offices. Management of the Company has the 
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right to access those areas and any other Company furnished facilities. Additionally, in order to 

protect its employees and assets, the Company may ask to search an Employee's personal property, 

including briefcases and bags, located on or being removed from Company locations; the 

Employee is expected to cooperate with such a request. Employees, however, should not access 

another Employee's work space, including electronic files, without prior approval from 

management.

4.0 External Business Conducts 

Employees must be ethical and lawful in all of business dealings whether they are selling, 

buying, or representing the Company in any other capacity. Company is engaged in a variety of 

business relationships with other companies, organizations, and individuals, including customers, 

authorized business partners, alliance companies and original equipment manufacturers, 

government departments, etc. No matter what type of organization Employees are dealing with or 

what its relationship is to the Company, Employees should always observe the following general 

standards. 

4.1 Support the secure operation of customers’ networks and business 

It is Huawei’s important social responsibility to support the secure operation of customers’ 

networks and business. Laws in different countries are consistent in that they require to enhance 

the security and resilience of national critical infrastructure and to maintain a cyber environment 

that encourages efficiency, innovation, and economic prosperity while promoting safety, security, 

business confidentiality, privacy, and civil liberties. 

Huawei employees should be aware of, and comply with, all applicable laws, regulations, 

customers’ operational standards as well as Huawei’s internal processes and policies. Failure to do 

so may result in disciplinary action within Huawei and may result in civil or even criminal 

liabilities.  

Huawei will never tolerate any of the following conduct: 
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 Accessing, without customers’ authorization, customers’ systems and equipment to collect, 

possess, process or modify data and information in customers’ networks and equipment, or 

disclose and disseminate customers’ data and information.  

 Embedding malicious code, malware or backdoors in products and services, developing and/ 

or distributing viruses, or conducting other illegal behavior. 

 Attacking, destroying or damaging customers’ networks or taking advantage of customers’ 

networks to steal or destroy information or commit any activity that endangers national 

security, the public interest, or the legal rights and/or interests of other parties.  

 Soliciting or helping any third party to do any of the above. 

4.2 Protect End Users’ Privacy and Communication Freedom 

The Universal Declaration of Human Rights states that no one shall be subjected to arbitrary 

interference with their privacy and correspondence. Many countries have implemented, or are 

planning to implement, privacy or personal data protection laws.  

When conducting their legitimate business activities, some employees may come into contact 

with individuals’ personal data, such as end users’ telephone number, content of their 

communications (e.g., text messages, or voicemails), traffic and location logs which are within the 

customers’ networks. It is universally required by law that when collecting and processing 

personal data, one should comply with the principles of fairness, transparency, relevancy, 

appropriateness and secure protection.  

Huawei employees should be aware of and comply with all applicable laws, regulations, 

customers’ operational standards as well as Huawei’s internal processes and policies with respect 

to the handling of data. Failure to do so may result in disciplinary action within Huawei and may 

result in civil or even criminal liabilities.  

Huawei will never tolerate any of the following conduct: 

 Illegal collection, disclosure, distortion, impairment, sale or provision of end users’ personal 

data and information.  

 Misuse of information and telecommunication technology to conduct surveillance on end 
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users’ communications and / or movements, or to block or disrupt communications, or to 

restrict the free flow of unbiased information. 

4.3Authority to Make Company Commitments 

Company's contract signing processes and delegation mechanisms are designed to help the 

Company protect its assets and provide the appropriate controls needed for the Company to run its 

business effectively with Company clients, business partners, suppliers, and other third parties.  

Employees should not make any oral or written commitments that create a new agreement or 

that will modify an existing Company agreement with a third party without compliance with 

appropriate processes or approval from the appropriate organizations of the Company.  

4.4 Avoiding Misrepresentation 

Honesty based on clear communication is integral to ethical behavior. The resulting 

trustworthiness is essential to forming and maintaining sound, lasting relationships. While 

conducting external business, Employees should not make misrepresentations or dishonest 

statements to anyone. If an Employee believes that the other person may have misunderstood 

him/her, the Employee should promptly correct the misunderstanding. 

4.5 Dealing with Suppliers 

In deciding among competing suppliers, the Company weighs the facts impartially to 

determine the best supplier for its interests. Employee should do so whether Employees are in a 

purchasing job, a local office, or any other part of the business--and whether employees are buying 

many or just a few.  

4.5.1 Whether or not Employees are in a position to influence decisions involving the evaluation 
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or selection of suppliers, Employees must not exert or attempt to exert influence to obtain "special 

treatment" for a particular supplier. Even to appear to do so can undermine the integrity of our 

established procedures. Employees should not enter into transactions with suppliers based on 

nepotism, especially a supplier owned or managed by a family member or close friend of an 

Employee. If an Employee's family member or closed friend is involved in a beneficial 

relationship with one of the Company's suppliers, the Employee should proactively report and 

avoid transactions with that supplier. 

4.5.2 Prices and other information submitted by suppliers and the Company's evaluation of that 

information are confidential to the Company. Employees and former employees may not use any 

of this information outside of the Company without written permission from management. It is 

essential that suppliers competing for the Company's business have confidence in the integrity of 

our selection process.  

4.6 Competing in the Field 

The Company will compete vigorously for business. If Employees are involved in marketing or 

service activities, Employees should compete fairly, operate with integrity and comply with all 

applicable laws and ethical business codes. Employees must not make any false, misleading or 

disparaging statements about competitors, their products, or their services. 

4.7 Lawful Acquiring and Using Information about Competition 

In the normal course of business, it is not unusual to acquire information about other 

organizations, including competitors, from legitimate sources for such purposes as evaluating 

suppliers and evaluating the relative merits of our own products, services, and marketing methods 

against those of competitors. Doing so is not necessarily illegal or unethical in and of itself. 

However, there are limits to how that information should be acquired and used, especially 

information about competitors. It is prohibited to use any illegal or unethical means to acquire and 

use another’s trade secrets or other confidential information, including but not limited to improper 
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solicitation or receipt of confidential information from clients, a competitor’s employees, suppliers 

or any other party, whether such information is owned by the competitor or the third party. In 

addition, information about other organizations and individuals should be treated with sensitivity 

and discretion. When information is obtained accidentally or is provided by unknown sources, it 

may be illegal or unethical to use the information, and the Employee should immediately consult 

with the Legal Affairs Department of the Company.  

4.8 Relationships with Other Organizations 

4.8.1 Business Contacts with Competitors 

Employees may often meet, talk and attend the same industry or association meetings with 

competitors. These contacts are perfectly acceptable as long as established procedures are 

followed. Acceptable contacts include sales to other companies in the same industry and purchases 

from them; approved participation in joint bids; and attendance at business shows, standards 

organizations and trade associations.

 In all contacts with competitors, do not discuss pricing policy, contract terms, costs, 

inventories, marketing and product plans, market surveys and studies, production plans and 

capabilities--and, of course, any other proprietary or confidential information. 

 Discussion of these subjects or collaboration on them with competitors can be illegal. If a 

competitor raises any of them, even lightly or with apparent innocence, Employees should 

object, stop the conversation immediately, and tell the competitor that under no 

circumstances will they discuss these matters. If necessary, Employees should leave the 

meeting. 

4.8.2 Relationships with Government and Government Employees 

Government departments may procure products or services from Company. When dealing 

with the government, Employees must be aware of, and adhere to, the relevant laws and 
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regulations that apply governmental procurement.  

Employees must be careful when dealing with the government. Employees must not give 

money to an official or an employee of a governmental entity if doing so could be reasonably 

construed as having any connection with the Company's business relationship.  

4.8.3 Contact with Media, Judicial Authorities and Others 

 With the globalization of Huawei, we should have fact-based communication with media in 

an open and transparent manner. 

 When employees, acting in the name of Company, accept interviews or visits from journalists, 

consultants, etc., make statements or release information in the news media, or attend public 

activities, they must get the prior authorization from relevant department. 

 When employees, in their own name, convey or release information associated with Huawei, 

they should be responsible for their words, and ensure that the information is fact-based, 

personally experienced, and in addition, employees should comply with Huawei’s 

information security policy and other policies, to avoid undermining the reputation of 

Huawei or impairing Huawei’s interests.  

 If Employees receive a request for information regarding the Company's business from 

lawyers, judicial authorities, investigators, regulatory authorities, governmental agencies or 

law enforcement officials, they should refer the request to the Legal Affairs Department; 

requests from government officials or agencies should be referred to the Public Affairs and 

Communications Department.  

4.9 Respecting Intellectual Property Rights Owned by Others 

It is Company's important policy to respect the intellectual property rights owned by others. 

Employees should understand and comply with local laws and regulations about business secrets, 

proprietary information, or other intellectual property rights; respect the intellectual property 
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rights owned by others; and avoid penalty or punishment against individuals or Company due to 

improper use of intellectual property rights owned by others.  

4.9.1 Information Owned by Others 

Other companies and organizations, like the Company, have intellectual property that they 

want to protect, including confidential information. Other companies and organizations are 

sometimes willing to disclose and allow others to use their proprietary information for business 

purpose. If receiving another party's proprietary information, Employees must proceed with 

caution to prevent any accusations that Company misappropriated or misused the information 

owned by others. If necessary, Employees should seek guidance from the Intellectual Property 

Rights Department of the Company.  

    Without authorization from a third party and approval from Company, Employees should not 

bring into Company any proprietary information or other intellectual properties owned by a third 

party or use them in Company’s business.  

Employees should comply with any agreement signed between Company and a third party 

relating to the protection of confidential information, and adhere to such agreements while 

working for the Company and after leaving the Company.  

4.9.2 Receiving Information that May Be Confidential or Have Restrictions on Its Use 

To avoid the risk of the Company being accused of misappropriating or misusing someone's 

confidential or restricted information, Employees should carefully deal with the information once 

another party's confidential or restricted information is legally in Employees' possession. 

Employees must not use, copy, distribute, or disclose that information unless Employees do so in 

accordance with the terms of the agreement. If Employees possess information that they believe 

may be confidential to a third party or may have restrictions on its use, Employees should consult 

immediately with the Legal Affairs Department of the Company.  
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4.9.3 Acquiring Software Owned by Others 

Employees must ensure that the use of third-party software is legal and authorized and 

complies with terms and conditions in license agreements.  

 Before accepting software, access software or data on a network or signing a license 

agreement, Employees must follow established procedures that may include a review with 

Legal Affairs Department of the Company. 

 If Employees acquire software for their personally owned equipment, they should not use 

such software in any development work they do for Huawei, install such software on any 

Company-owned computer system, or generally bring such software onto the Company’s 

premises. 

4.9.4 Using Trademarks Owned by Others 

Company and many other companies have trademarks (including words, names, symbols, 

logos, or devices) that are used to identify and distinguish the company's products and services. 

Trademarks consist of registered trademarks and unregistered trademarks.  

In the countries and regions where we are doing business, Employees must acknowledge and 

appropriately use the trademarks of other companies. Specifically, Employees should always 

ensure that the use of trademarks comply with the trademark use policy regulated by the 

trademark owners. Employees should consult Intellectual Property Rights Department of the 

Company for questions on the proper use of a trademark.  

4.10 Gifts and Amenities  

Gifts offered by employees of different companies vary widely. They can range from widely 

distributed advertising novelties of nominal value, which you may give or accept, to bribes, which 

you unquestionably may not give or accept. Gifts include not only material goods, but also 

services, promotional premiums, and discounts. 
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Employees should not give or accept gifts and business amenities that exceed normal value. 

The following are the Company's general guidelines on giving and receiving gifts and business 

amenities.  

4.10.1 Business Amenities 

Employees may give or accept common and customary business amenities, such as meals, 

provided the expenses involved are kept at a reasonable level and are not prohibited by law or 

known client, business partner, or supplier business practice. 

Frequent acceptance of business amenities may influence Employees' objective judgment on 

behalf of the Company. Employees must carefully deal with invitations to meals and amenities 

offered by other companies. If Employees feel that some invitations are inappropriate, they should 

turn down the invitations or pay on their own.  

4.10.2 Restrictions on Receiving Gifts 

Employees must not take bribes or participate in any activities that may be interpreted as 

bribery. 

Neither Employees nor their family members can accept gifts that could influence the 

Company's business relationships. 

It is prohibited to directly or indirectly solicit gifts or benefits from organizations that have 

business relationship with the Company. 

It is prohibited to accept any kickbacks, commissions, tips, etc. 

In some special cases, if employees cannot reject the offered money or non-customary gifts, 

employees must immediately report this to their manager and hand in the received money or gifts.  

4.10.3 Prohibition on Receiving Referral Fee, Commission or Compensation 

   In Company, only the Procurement Department can refer suppliers or partners to clients and 
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other companies or organizations, such as referring Company authorized distributors, Company 

authorized dealers, software organizations or financing institutions. Employees should not make 

referral without authorization or accept any referral fee, commission, or other compensation for 

referral.  

4.10.4 Adhering to Laws and Customs of Gift Giving 

Company requires all Employees to adhere to all applicable local laws, regulations, and 

customs regarding gift giving. Employees should not offer money or high-value gifts to managers 

or employees of suppliers, clients or any other organizations that could influence or reasonably 

give the appearance of influencing the Company's business relationship with that organization. 

However, Employees can give common-value gifts that are compliant with laws or known client, 

business partner, or supplier business practices.  

4.11 Complying with Laws 

Company conducts a global business, and Employees come from different countries. It is the 

Company’s policy to comply with local, regional, or economic community laws; international 

practices; and agreed upon standards. These laws or standards involve investment, trade, import 

and export, foreign exchange, labor, environment, contract, consumer protection, intellectual 

property right, accounting, tax, etc.  

4.11.1 Competition Laws 

Laws governing competition exist in most of the countries where Company does business. 

Company's policy is to comply with these laws in these countries and regions. Employees 

must adhere to the Company's business conduct guidelines and legal requirements under 

competition laws. Any concerns should be directed to the Legal Affairs Department of the 

Company.  
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4.11.2 Import and Export Laws 

Company is a global business with import and export business in most of the world's 

countries. Employees, who are engaged in import and export activities, should be aware of import 

and export laws, regulations, requirements, and export control laws, and must not violate any of 

these laws. A failure to comply with these laws can result in fines, penalties, loss of import or 

export privileges, and/or even criminal liabilities for the Company. 

Employees should not take advantage of import and export business operations to smuggle 

goods, whether goods of the Company or personal goods.  

4.11.3 Environmental Protection Laws 

Company is committed to environmental protection and complies with environmental laws 

and regulations where applicable. Each Employee should comply with environmental protection 

laws and Company's environmental protection policies, enhance environmental protection 

awareness, make environmental protection a habit, and to become a protector rather than a 

destroyer of the environment. 

If Employees are involved in work that affects the environment, such as measuring, recording, 

or reporting discharges and emissions into the environment or handling hazardous wastes, 

Employees must be sure to comply with environmental regulations and permits and ensure that 

reports are accurate and complete.  

4.11.4 Accounting and Financial Reporting Laws 

Each Employee must adhere to the following guidelines:  

 Follow financial reporting laws and regulations. 

 Understand and adhere to these rules if the Employee has responsibility for or any 
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involvement in these areas. 

 Never assist others in improper accounting or making false or misleading financial reports. 

 Record and report all information accurately and completely; and never assist anyone in 

recording or reporting any information inaccurately or in a way that is misleading. 

 Never provide advice to anyone outside of the Company, including clients, suppliers, and 

business partners about how they should record or report their own revenues, expenses, costs, 

and other assets and liabilities. 

Violations of laws associated with accounting and financial reporting can result in fines, 

penalties, and imprisonment. If Employees become aware of any accounting or financial reporting 

irregularities, they must immediately communicate such information to Company through internal 

complaint channels of the Company. 

5.0 Personal Conduct 

Activities in Employees' work and life should not conflict with their duties as employees of 

the Company. Employees cannot abuse resources and influence in the Company to damage the 

Company's good reputation.  

5.1 Avoiding Conflicts of Interest 

Company respects each Employee’s private life. However, a conflict of interest arises if the 

activities of an employees may damage Company’s interests, or an employee takes advantage of 

the Company's resources and influence for personal benefits. Employees must avoid the 

possibility of any conflict of interest. The most common types of conflicts are addressed here to 

help you make an informed decision.  

5.1.1 Assisting a Competitor 

An obvious conflict of interest is to provide assistance to competitors of the Company of any 

current or potential product or service offering. Employees may not, without Company's written 

consent, work for such competitors in any capacity, such as an employee, a consultant, or member 
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of its board of directors, or provide any services or information to competitors.  

5.1.2 Competing Against the Company 

No Employee, as an individual, may sell products or services that compete with Company's 

current or potential product offerings in any manner. If an Employee cannot clearly judge whether 

the activities in which they are engaged are in conflict with interests of the Company, the 

Employee must consult with his manager or the Legal Affairs Department of the Company before 

conducting such activities.  

5.1.3 Work for Suppliers of the Company 

Unless approved in advance by senior management, an Employee may not be a supplier to 

the Company; represent a supplier to the Company; work for a supplier to the Company; or act as 

an employee of, consultant to or board member of a supplier. In addition, Employees may not 

accept money or benefits of any kind for any advice or services they may provide to suppliers in 

connection with their business with the Company.  

5.1.4 Using Company’s Time and Assets 

Employees may not perform non-Company work or solicit such business on Company 

premises or while working on Company time. Also, Employees are not permitted to use Company 

assets, including equipment, telephones, materials, resources or proprietary information for any 

outside work.  

5.1.5 Abusing Influence in Company 

Employees should not abuse their positions or influence in Company to facilitate or assist 

their or others' activities. Without Company's authorization or approval, Employees should not 

conduct surveys, negotiations, contract signings, tendering and bidding, auctions, etc., or provide a 

guarantee or authentication for themselves or others in the name of the Company or Employees of 
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the Company. 

5.1.6 Participating in Part-time Jobs 

  A part-time job may detract from an Employee’s work at the Company, negatively influence 

their professional judgment, or negatively impact their ability to fulfillment their employment 

obligations to the Company. A part-time job may infringe on the Employee’s work schedule and 

Company resources. Therefore, Company usually does not allow Employees to participate in 

part-time jobs. If Employees have such concerns or requirements, they should inform their 

managers in advance and get approval from the Company. 

5.1.7 Personal Financial Interests 

Employees should not have a financial interest in any organization with which the Company 

does business or competes, if that interest represents a conflict of interest with the Company. Such 

organizations include, but are not limited to, suppliers, competitors, clients, and distributors.  

It may be that an Employee’s spouse, or another who is close, is a competitor of or supplier to 

the Company or is employed by a competitor or supplier. While everyone is entitled to choose and 

pursue a career, such situations call for extra sensitivity to security, confidentiality and conflicts of 

interest. The closeness of the relationship might lead to inadvertently compromising Company's 

interests. If an Employee encounters such a situation, he should inform the Company to assess the 

nature and extent of any concerns and how these concerns can be resolved. In some instances, a 

change in the job responsibilities of one of the people involved may be necessary.  

5.2 Using Inside Information and Insider Trading 

In the course of performing duties for the Company, Employees may become aware of 

information about the Company or other companies that has not been made public. Employees and 
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their family members must not utilize such inside information to obtain financial benefits as this is 

unethical, and may be a violation of law. 

Employees and their family members must avoid the following: 

 Utilize inside information about the Company or other companies to obtain financial benefits. 

 Evade these guidelines by investing in the name of another.  

 Disclose inside information to anther person, including Employees, who do not need to know. 

5.3 Participating in Political Activities or Community Activities 

Employees' participation in political activities or community activities should not infringe on 

their Company schedule, assets, or resources; influence the fulfillment of their job duties; or 

influence their professional judgment. These activities may be misunderstood as being identified 

with the Company, which may reflect negatively impact on the Company. 

Company is a business oriented company. Therefore, without authorization, an Employee 

must not, in the name of the Company or as an employee of the Company, participate in any 

political activities, voice any political opinions, or participate in any community activities. If 

Company is negatively impacted by such activities, the Employee must resign from the Company 

to avoid any further conflict of interest. 

5.4 Guidelines of Personal Ethical Practices 

5.4.1 The personal ethical practices of Employees directly influence the Company's image and 

reputation. It is difficult to imagine that a person with bad ethical practices can accept key position 

with the Company and gain the trust of customers and colleagues. Employees should not conduct 

any activities that violate ethical standards or local laws, which may negatively impact Company's 

reputation.  

5.4.2 Employees may often pass through customs due to overseas business travel. Therefore, they 

must understand and adhere to local laws and regulations related to smuggling and contraband 



Corporate Policy                Version:3.0 Internal 

2018-5-31 Huawei Confidential 28/30 

goods, in order to avoid violations. For example, in some countries, carrying ivory, diamonds, 

animal fur, or gold through customs may result in criminal liabilities.  

5.4.3 In addition to adherence to local laws and regulations, Employees must understand and 

respect local religious beliefs and customs and avoid any religious offensive. 

I confirm that I have carefully read and fully understand the 

contents of the BCG, and will comply with them. 

Signature: 

Identity Number:  

Employee ID: 

Date: 
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To: Members of Board of Directors，Members of Supervisory Board 

Cc: All dept. of the company, and regional offices 

Huawei Technologies Co., Ltd                               May 8 ,2014

Version Record
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V1.0 

1.

Qian Qi/ 00133420 October, 2008 New Development 

V2.0 Ming Luo/00159912 April, 2013 

Add the “Outline”, “Support the secure 

operation of customers’ networks and 

business” and “Protect End Users’ 

Privacy and Communication Freedom ”; 

Amend the “Contact with Media, 

Judicial Authorities and Others” 
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V3.0 Ming Luo/00159912 May, 2014 

Add the “Lawful Acquiring and Using 

Information about Competition”; 

Amend the “Competing in the Field”, 

Employees must not make any false, 

misleading or disparaging statements 

about competitors, their products, or 

their services 



EXHIBIT II





Commitment at 6,500 meters above 
sea level

In August 2007, Huawei helped customers build sites at 5,200 
and 6,500 meters of Mount Everest. The weather on the plateau 
changed constantly, and the sites were frequently buffeted by wind 
and snow. Huawei employees broke down the loads of goods and 
materials needed for the sites and carried them up the mountains 
on their shoulders or in their hands. After ten days of hard work, 
the team built a mobile network that provided coverage for all 
major mountaineering routes and camps.



Conquering Valley of the Kings

In 2008, Huawei delivered a turnkey project in Egypt. Huawei's 
logistics manager was not intimidated by a steep 280-meter-high 
slope. He led the team in carrying 320 kilograms of equipment 
up the slope with their bare hands. Through this project, Huawei 
deployed thousands of base stations in Egypt, significantly 
improved the connection in local areas.



Reaching the remotest village

In 2011, Huawei implemented a turnkey project in Cambodia to 
deploy sites for many of the country's remote villages, some of 
which were scattered across forests and isolated from the outside 
world. To get to these sites, Huawei's engineers rode motorcycles 
and ox carts, and sometimes even walked long distances. We were 
able to bring the most advanced telecommunications technologies 
to the villagers, better enabling them to access the outside world.



Covering the Artic Circle and the 
world's northernmost base station

In May 2011, we deployed wireless broadband in the Svalbard 
Islands for a Norwegian customer. This was the first-ever LTE 
network in the area. The islands lie close to the Artic Circle, and 
temperatures there can reach as low as –50°C. The terrain is 
also very complicated. To transport equipment, we used all kinds 
of tools, including snowmobiles, forklifts, helicopters, and small 
airplanes. We also had to carry a loaded gun at all times to 
prevent attacks from polar bears.



Heroes are forged, not born.

During World War II, the famous IL-2 kept flying even after being 
riddled by anti-aircraft shells and machine-gun fire from other planes. 
Although badly damaged, it finally made its way back home.
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Hubert Seipel: Mr. Ren, you are seen as the kind of 
Chinese Steve Jobs, and Huawei is seen as the kind of 
Chinese Silicon Valley. How did you do that?

Ren: First, I am not Steve Jobs. He was instrumental in the 
development of the mobile Internet, making significant 
contributions to humanity. Philosophically, he sought 
perfection. I myself do not have exquisite skills. All I do is 
take a bucket of "glue" and stick our 180,000 employees 
together to ensure collective dedication. The honorary 
titles that have been bestowed on me are actually the 
achievements made by our dedicated employees. In 
philosophy, I believe in huidu  and compromise. I think 
there is huidu , or a shade of greyness, between black 
and white. In contrast, Jobs pursued perfection. There 
are many differences in our character. I am not as great 
as he was, so I could never be named the Steve Jobs of 
China. This is not because I am humble, but because I 
don't think I am a great man.

Hubert Seipel: We could probably come to the 
conclusion that Huawei is a global giant and you 
manufacture equipment that makes up the backbone 
of the Internet.

Ren: Yes, you are right.

Hubert Seipel: Born in 1944, you were the eldest of 
seven children in South China in a rather poor province. 

01
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What did your parents do?

Ren: They were both teachers working in a very remote 
and poor region in Guizhou. This region is mainly 
populated by minorities. My mother was an elementary 
school principal, and my father was a middle school 
principal.

Hubert Seipel: You grew up in quite difficult times. 
There was a great famine at the end of the 1950s 
and there was a Cultural Revolution. What do you 
remember most about those times? How did it affect 
you?

Ren: Throughout my childhood and youth, what I 
remember the most was not having enough food. 
During the Three Years of Great Famine, my biggest 
dream each day was to have just one steamed bun. 
When I went to bed at night, I would dream about how 
I could get one bun. It was not about pursuing studies 
for future career opportunities. Also, I had no idea of 
what pocket money was during my childhood. In the 
third year of my high school, my mother approached 
me, telling me that she would start giving me five cents 
as pocket money each day. I felt I could do so much with 
this pocket money.

03
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Hubert Seipel: About 20 years ago, you wrote a little 

piece about your memories of your parents and one of 

the main phrases I remember, one of the main words 

was "hunger". Let me quote from there: "We somewhat 

got used to being hungry and we managed to find 

several ways to stave off hunger." Hunger was obviously 

the most impressive thing at that time for you.

Ren: From 1959 to 1962, what haunted us was hunger. 

Since 1963 and 1964, when the Chinese economy 

started recovering, hunger stopped being a keyword. 

Since then, the political environment in China was 

turning leftist. The Socialist Education Movement and 

Cultural Revolution were on the rise, but I was not 

really into the Cultural Revolution. I wanted to dig into 

technologies with one heart and one mind, and I knew 

nothing about politics. The sudden political fanaticism I 

saw back then really made me uncomfortable, and I had 

no idea what I could do.

During the Cultural Revolution, I also wanted to 

join others in protests and demonstrations. But my 

father was labeled a "capitalist roader". For this, he was 

actually locked up in a "cow shed" at one point in time. 

In China, this approach of depriving liberty was called 

the confinement of monsters and demons. The house 

that locked them up was named a "cow shed". Because 

of my family connections, there was no possibility I could 

04
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become a part of the activities at the time.

In 2001, when I wrote the Reminiscences of My Parents , 

I suddenly realized that I was not one of the millions of 

Red Guards that had existed in the proletarian Cultural 

Revolution. Why? On one hand, the big organizations did 

not want to take me in due to my family connections. On 

the other hand, I myself did not want to join any of the 

small organizations. I was sort of drifting away.

Hubert Seipel: Why did the revolutionary guards 

choose to target your family?

Ren: Because my father was the principal of a teachers' 

college. The Cultural Revolution targeted school 

principals and teachers first. My father, though as an 

intellectual of the Communist Party back then, had 

a very different political identity from the officials for 

farmers and workers. These officials came out of remote 

mountain villages and had no chance to connect with 

other people from the outside world. They had a very 

clean background. However, intellectuals had roots in 

the old society and inextricable links to that society. 

Therefore, they became the first targets.

Hubert Seipel: You could obviously finish your studies; 

you studied architecture and engineering. How did you 

end up in the army?

05
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Ren: Premier Zhou Enlai sought to mobilize regional 

engineering teams to build a synthetic fiber factory 

with equipment from French companies called Technip 

and Speichim. China was in complete chaos due to the 

Cultural Revolution, and no regional team answered 

the call due to the harsh living conditions in the region 

where the factory was to be located. Premier Zhou 

Enlai had no option but to mobilize military forces. But 

the military lacked technological strength, and couldn't 

temporarily bring in engineers from regional engineering 

corps. As a result, the military sent students like me, who 

had a little technical know-how, to build the factory.

I was fortunate to be able to work in a modern 

engineering project and join the military.

Hubert Seipel: In October 1976, if I remember correctly, 

the Cultural Revolution was done, and the Gang of 

Four disappeared. What happened to you at that time?

Ren: In 1976 when Chairman Mao passed away, I was 

helping to build the synthetic fiber factory in Liaoyang. 

The building work had just started at the time.

Hubert Seipel: You were not allowed until 1978 to join 

the Communist Party because of the background of 

your father, but your father had been cleared then and 
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07



07

Ren Zhengfei's Interview with German Broadcaster ARD

that's how you joined the Communist Party, is that 

correct?

Ren: After Chairman Mao passed away in 1976, Hua 

Guofeng, then Chairman of the Communist Party, 

brought down the "Gang of Four". This shook up China's 

politics and changed the course of history. China began 

to stress the importance of science and technology and 

the contributions of labor.

When I was working on building the factory in 

Liaoyang, I invented an instrument through mathematical 

inference. It was the first of its type in China and many 

other countries. During that historical period, my little 

invention was hyped up into something really big, and I 

was chosen to attend the National Science Conference.

During the conference, I was strolling in the garden 

while a party meeting was being held to elect party 

committee members for the delegation to the conference. 

The meeting organizer saw me and criticized me for not 

attending the party meeting. I replied, "I'm not a party 

member." The organizer was taken aback by my answer. 

At that time, you could not even become the head of 

a cooking squad in the military if you were not a party 

member. How could a non-party member possibly attend 

a national event like the National Science Conference? 

But the government didn't think I was unqualified; if not 

qualified, I would not have been able to overcome a host 
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of difficulties and attend the National Science Conference. 

The government called my military commander, saying 

that the organization took the wrong line and that my 

matter should be reconsidered.

After the National Science Conference, the military 

force discussed my application for joining the party 

again. There was a huge pile of documents about the 

allegations against my father. The military decided that it 

would be too slow if the approval of my application had 

to wait until the local government reached a conclusion 

on my father's case. Thus, the military launched a new 

investigation into my father. They later told me about 

the things that my father had done wrong as well as the 

things that he had not done wrong, and reminded me 

of the few key issues that would be put in my personal 

file. Through this investigation, my family background 

was finally cleared, and there was no big issue with it, so 

my application for joining the party was discussed again. 

There were still obstacles at the party branch level, 

because people tended to be very conservative. But the 

upper levels wanted me to join the party, so I was able 

to join the party.

Before I joined the party, the military designated a 

journalist named Xu Guotai to investigate me, and he 

told the political commissar of my division about the 

details of the investigation. One day, he asked me out 
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for a walk, and I said I needed to change my clothes 

first. He followed me to my bedroom. I grabbed some 

socks and clothes from under my bed, gave them a sniff, 

and put on the ones that didn't stink. I was a lazy man 

and tended to throw my socks and clothes on the floor 

when I took them off. Xu told the political commissar, 

"Ren is very dedicated to in-depth technological research. 

I would like to be his referee for his party application." 

The political commissar also showed a willingness to be 

my referee. That's how the obstacles at the party branch 

level were overcome. About 30 years later, when I met 

Xu again, he told me that back then he was representing 

the central government in investigating my history and 

performance. I wouldn't have known this secret if he had 

not told me. This is how I managed to overcome the 

obstacles, join the party, and keep pace with the times.

Hubert Seipel: It was in December 1978 that Deng 

Xiaoping introduced the reforms for China, which led 

to 40 years of reforms and economic growth. How did 

this affect you?

Ren: During the National Science Conference in March 

1978, we listened to reports from our seniors, including 

Chen Jingrun. We were moved to tears because we were 

finally recognized as the "sons" of this country. During 

his speech, Deng Xiaoping said that we were "part of 

08
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the working class", to thunderous applause. We were 
overjoyed to be part of the working class rather than the 
capitalist or intellectual class. Deng Xiaoping also said 
that we should "work four days and study one day every 
week". We were delighted to hear that. There had been 
too much focus on political study before, and now we 
needed to reduce this.

At the Third Plenary Session of the 11th Central 
Committee of the Communist Party of China in December 
1978, the Chinese government decided to initiate the 
reform and opening-up policy. We didn't understand 
this very well at that time. We didn't realize that this 
would be an epoch-making reform. Instead, we just felt 
that the tone was different. We were excited because 
the government had decided to develop the country's 
economy and we would have opportunities to work hard. 
Previously, it was important to "have a 'red' background 
and be specialized", but I didn't have a 'red' background. 
We were young at that time and were not sensitive to 
politics, so we didn't have a deep understanding of the 
decision made during the third CPC plenary session. As 
we saw changes day after day, we began to realize that 
a theory or a change to the social structure would have 
a huge impact on a country. We didn't understand the 
meaning of this: "The flap of a butterfly's wings over the 
Amazon can set off a tornado in Texas." We just felt that 
changes would take place in China.
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Hubert Seipel: But as a consequence of this, actually 

the army got recused and you lost your job.

Ren: The most important thing that was happening 

during 1978 and 1982 was "bringing an end to chaos 

and restoring justice". The situation gradually became 

stable. After that, Deng Xiaoping decided to disband 

large parts of the military. From the central government 

down to local governments, people didn't understand 

why he had made this move. I heard Luo Ruiqing's 

report in 1978, which he delivered at the National 

Science Conference three months before he passed 

away. He said, "We are going to enter a hard-won 

period of peace for more than a decade." He said that 

there would be no wars in the next 10-plus years, so we 

should focus on economic development. He reflected on 

his mistake of dividing China's scientific research system 

for national defense into the Second, Third, Fourth, and 

Seventh Ministries of Machinery Industry in 1965, which 

actually weakened China. But he was quickly removed 

from office and had no chance to correct this mistake. 

Ten years later, he regained his position and reflected on 

this mistake he had made before the Cultural Revolution. 

He thought that China was going to embrace a period 

of peaceful development, and that the military should 

stop expanding. At that time, we didn't understand what 

he meant.

09
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During the 12th National Congress of the Communist 
Party of China in 1982, China started to disband 
large parts of its army, mainly the Railway and Civil 
Engineering Corps. At that time, we were considered a 
"miscellaneous corps", and one that would be disbanded 
first. We thought that the regular armed forces wouldn't 
be disbanded. However, after the "miscellaneous corps" 
were disbanded, the financial statements of the military 
didn't change for the better. Instead, military expenses 
increased. That was because "the disbanded Railway 
and Civil Engineering Corps were the ones making 
money for the military". Then the government continued 
disbanding military personnel, and dismissed one million 
soldiers from the field armies. The military shrank from 5 
million to 4 million, and then to 3 million soldiers. Even 
today, the military is still being downsized to support 
the country's economic development. I now understand 
the logic behind all this, but I didn't at that time. I had 
become familiar with the military and my work there, so 
I was reluctant to change my job at that time.

Hubert Seipel: You founded Huawei in 1987, but 
what were the conditions? Because to have a political 
reform is one thing, but the reality is different. At that 
time, the market economy was more or less unknown 
in China. So, what kind of experience did you have in 
the beginning?

10
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Ren: First, when I came to Shenzhen in 1984, I found 
it difficult to adapt to the market economy system. As I 
jumped straight from the army to the market economy, 
I still had a very traditional mindset, but society had 
shifted to a market economy. There was a question I 
kept wondering about: In the army, we talked about 
serving people. But here, we could make money from 
others. Why? I felt that all companies were cheating 
for money. Why should a product bought at 10 yuan 
be sold at 12 yuan? This is the first thing that made 
me uncomfortable. Second, when I worked in Liao 
Yang Chemical Fiber Factory, I focused on its automatic 
control system, a proportional-integral-differential 
analog control system. But when I came to Shenzhen, 
a city at the forefront of the reform and opening-up, I 
found that the world had started to enter a computer 
age. These two worlds were completely different. How 
could we keep up with the young people? This is the 
second thing that I couldn't adapt to. Third, I trusted 
people too much. In the army, the command itself was 
based on trust, so I thought it would be the same in 
other places.

I used to be a deputy manager in a small state-
owned company with over 20 employees. I had no 
power to make decisions. I didn't know when an office 
director came or who would change to which position. 
They didn't necessarily report to me, but I had to be 
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accountable for their mistakes. I also made a lot of 

mistakes at that time. For example, I gave money to 

others out of trust but I didn't receive goods in the end. 

I was cheated out of two million yuan, and later I spent 

a whole year trying to get the money back. Most of the 

money was recovered, but there was still some left to be 

paid. When I made some money after I set up a small 

company, I paid some of the debts of the company I 

previously worked for.

What was the biggest lesson I learned from that 

incident? I didn't have money to hire a lawyer or ask for 

help by offering gifts. I read almost all the law books 

that were available to me. Then I came to understand 

that a market economy is composed of the supply 

of goods, customers, and transactions, and that the 

law plays a role in the process of delivering goods to 

customers.

Hubert Seipel: So, you were basically broke and then 

you founded a firm?

Ren: It's not because I was broke, but because I was 

dismissed. I had to look for another job. I happened 

to find out that Shenzhen was encouraging people to 

start tech companies. I thought I might as well try it out. 

Under the old system, I couldn't do what I wanted, and 

then someone suggested that I start a company. With 

my own company, I could do whatever I wanted in my 
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own name. So I took the suggestion and set up a private 

tech company.

At that time, 20,000 yuan was needed to register 

a company, but my entire military severance pay was 

only 3,000 yuan, so I had to raise funds from others. 

Some people joined me without investing any money. 

So the capital we used to start the business was actually 

less than 20,000 yuan – something like 16,000 yuan. In 

reality, I was forced to take this path. If the government 

had appointed me as a junior official at that time, 

maybe I wouldn't have started a business. Instead, I 

would have worked as a government official, ended up 

as a division head, retired, and then spent the rest of my 

days fishing. However, the fact is that I had no choice 

but to found Huawei with this little money.

At the very start, we had only one or two people. 

As I couldn't afford to rent a truck to ship goods, I had 

to carry sacks of goods onto the bus myself. I first had 

to carry one sack at a time and put it by the road 20 

meters away, then go back to get another one. This 

same process continued 20 meters again and again 

until all the sacks were by the road. Then, I loaded 

them onto the bus. At that time, I was a promising man 

in China. Young, revolutionized, knowledgeable, and 

specialized, I had almost all the characteristics of that 

age, so I was undoubtedly supposed to be on the list of 
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future provincial and ministerial-level officials. Having 
suddenly become self-employed, I faced a lot of ridicule. 
Fortunately, the bus conductor was nice enough to allow 
me to load the sacks onto the bus one after another. 
When the bus arrived at Shekou, Nanshan District in 
Shenzhen, the conductor allowed me to unload the 
sacks and carry them 20 meters away one by one. Then 
I had to carry the sacks upstairs one after another. If 
the sacks were ever out of sight, there was a chance 
they might have been stolen. This is how Huawei has 
gradually developed.

Hubert Seipel: What was your breakthrough, so to 
speak, in the early years? When did you think, "Okay, 
I'm going to make it"?

Ren: In the early years, we acted as an agent. We 
helped other companies sell equipment and took a little 
commission. Gradually our staff grew to 20. We often 
unloaded goods from trucks by ourselves. Like dockers, 
we unloaded wooden boxes and carried them to the 
warehouse. Whenever customers asked for goods, we 
would go to load them up and deliver them. Three 
decades ago, we mainly worked as an agent.

Later, when a company in Hong Kong called Hung 
Nien came to us, they asked many people to investigate 
my personal history. I was so angry at the time. What 
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was the point of doing that? After hearing what people 
said about me, they came to the conclusion that I was 
a trustworthy person. They authorized me to distribute 
their products, saying "We have 100 million yuan worth 
of goods in our Guangzhou warehouse, you can collect 
them. When the goods are sold, you don't need to give 
us the money immediately. You can use it for a while." 
And they offered me a reasonable base price, so we 
could make money if the goods were sold out. China 
was developing fast at that time, so there was a high 
demand for those goods. Hung Nien trusted us a lot. 
The owner, Liang Kunwu, was a very well-educated 
scholar. Thanks to their trust and support, we began 
to develop gradually and accumulated some funds for 
future development.

Hubert Seipel: At that time, the US was an up-and-
coming country for this kind of technology and for the 
industry that you were trying to enter. When did you 
go to the US for the first time?

Ren: In 1992.

Hubert Seipel: I read the report you wrote at the 
time and it's fascinating to revisit it now in 2019. It is 
called Impressions of America . And what you basically 
described is that you admired the US. You admired the 
whole country, to a certain extent. You admired the 
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technology, you looked up to it, and you saw yourself, 

in comparison, as a rather weak person, especially your 

management. You concluded simply in this report, 

"Actually, we are not experienced enough." So, the US 

was the country of promise for you at the time.

Ren: Yes. I did some reading about the US during the 

Cultural Revolution in China. Back then, a delegation 

from the People's Liberation Army of China visited West 

Point and there were a series of articles about West Point 

in PLA Daily . I was deeply impressed by the academy's 

management style. So in Huawei's early years, I drew on 

some of West Point's ideas in managing the company. 

Of course, as a manufacturer, it's impossible for us to be 

as strict as a military organization.

After I arrived in the US, I saw in person what the US 

was like. Before that, I had never been abroad. Before 

China's reform and opening-up, I had thought two-thirds 

of the world's population were living a hard life and 

suffering from hunger; only we had enough to eat and 

they were relying on us to save them. That's what we 

thought of the world. When we were abroad, we found 

that we were the poor ones and came to understand 

what the outside world was really like, which broadened 

our minds.

I was also deeply impressed by the US spirit of 

and mechanisms for innovation. There was an article 
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titled Sleepless in Silicon Valley . It talked about how 

hard companies in Silicon Valley were working. Their 

employees worked sleeplessly under harsh conditions – 

even in garages. This spirit is still alive today in Silicon 

Valley. We learned a lesson from their spirit: We also 

needed to work hard and remain dedicated if we were 

to grow from a company that provided simple products 

to a mid-to-high-end brand.

Even today, I still admire the US as I did when I was 

young. Despite the fact that they are attacking us at the 

moment, I still believe that at some point in the future 

we will meet at the top of the Himalayas – that is, the 

peaks of science and technology. The US will be climbing 

from the south bringing coffee and canned food, while 

Huawei will be climbing from the north, carrying dry 

food. When we meet at the top, we will not fight with 

each other; instead, we will embrace each other to 

celebrate our joint contributions to the digitization of 

society.

We should contribute more to society. We shouldn't 

be narrow-minded. It is open-mindedness that has 

earned us the trust of so many customers. Today's attack 

will not spell the end of Huawei. Hopefully when we 

have an opportunity to meet again several years from 

now, we will toast to our success.
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Hubert Seipel: The first crisis for your industry in the 

West was in around 2001, and many US companies 

suffered heavily. How did you get through this crisis?

Ren: When the IT bubble burst, we also faced a huge 

crisis, and we were on the brink of collapse. We faced 

trouble both internally and externally. Externally, we 

lacked the capabilities necessary to serve our customers. 

During the IT bubble, high-quality parts were all 

purchased by large companies; we could only buy poor-

quality parts to make our products and sell them to 

customers. Internally, we also faced a huge crisis. In 

2002, many employees stole the company's intellectual 

property and took people away with them to start their 

own companies.

We just couldn't bear this anymore, so we held a 

meeting attended by 400 senior managers, where we 

studied On War  – a book by Carl von Clausewitz from 

Germany. There was one line in the book: What makes 

a leader? A leader is someone who lights up their own 

heart in times of darkness and leads their team to 

victory with a glimmer of light. What is the role of a 

leader when their team is suffering during a war? To use 

their glimmer of light to lead their team forward. Now 

was the time for us to light up the road ahead with our 

hearts and boost the confidence of our team.

The first decision we made was to take back our 
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poor-quality equipment from customers, which cost over 
1 billion yuan. Back then, we were running out of money, 
but we took this action in order to earn customer trust. 
The second thing was that we chose the right strategy: 
the "chicken rib" strategy. During that economic bubble, 
Nortel was heavily investing in optical transmission. 
When the prices of this equipment fell sharply, the 
equipment was like chicken ribs with hardly any meat on 
them. We then chose to work on the worthless "chicken 
ribs" that no other company wanted to focus on.

After working hard for 10 to 20 years, we have become 
the absolute global leader in optical transmission and 
optical switching. Other companies will find it very hard 
to catch up with us in this domain in the short term. 
That's why we have recently said that we will develop 
photonic computers.

We held a management meeting at the right time 
to ensure that everyone was aligned in terms of their 
thoughts. That way, we ensured that those who stayed 
would continue to keep up their good work. We chose 
the least profitable segment but managed to survive this 
huge crisis.

Hubert Seipel: Despite your love for the US, since 
Huawei is successful, there is obviously a never-ending 
war going on between Huawei and the US. Obviously, 

14
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it had already started some time in 2005. You were 
considered a kind of danger for the US, or for US 
politicians. Can you explain that?

Ren: I don't think US politicians are representative of 
the US. My aspirations for the US remain unchanged, 
and I don't hate US politicians. Why? Because they are 
"whipping" Huawei – propelling us to work harder. If we 
don't work hard, they will beat us. Actually, this is good 
for us. Without external pressure, there would be a lack 
of motivation to move forward internally.

Hubert Seipel: But as early as 2007, the NSA was 
getting into your network, and was even going directly 
into your communications. You certainly know the 
name of the NSA operation at the time – it was called 
"Shotgiant". The whistleblower, Edward Snowden, told 
us about this. Why was it about Huawei so early?

Ren: First, when we build internal networks, we 
have a principle of only preventing the malicious 
competitor from accessing our internal networks. Our 
internal networks were not designed to block Western 
competitors or any governments, including the US and 
Chinese governments. We don't have enough money 
to build such thick walls against all external parties. We 
only target the malicious competitor who intends to 
steal our technologies.
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Second, few companies in the world perform as well 

as we do in terms of internal and external compliance. 

That's why you see international media reports talking 

about how Huawei subjects itself to "the toughest and 

most rigorous oversight regime in the world". In the UK, 

for example, even if there is some criticism of Huawei, 

they still have trust in us.

Therefore, the US move to access our networks may 

not have been due to our strengths, but may have 

instead been triggered by curiosity. They seemed to 

have thought I was rich, but just found out I was not. 

Fortunately, I didn't have much money at that time. 

That was my biggest advantage back then. Today, many 

people say I am a capitalist, but I really didn't have 

much money in the past. China has been ramping up 

its efforts to fight against corruption in recent years, but 

we've never been involved in any incidents of corruption. 

We have also been very careful when doing business 

outside China. Moving forward, we will focus more on 

internal and external compliance and meet even higher 

standards.

For the first three decades, we were like a farmer 

wearing overalls that was entering a grand palace. 

We needed time to adapt to internal and external 

compliance regulations that we were unfamiliar with. 

Therefore, we decided that we would only prevent the 
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malicious competitor from accessing our information 

networks and stealing our core technologies, but we 

would not guard against any governments.

Hubert Seipel: We are living in the very moment, a 

very heated period. Nevertheless, the accusations of 

the United States have been going on for years and 

it was always the same thing – that Huawei is a spy 

tool for the Chinese government, and that Huawei 

gets direct orders from the Communist Party. President 

Trump even issued an Executive Order to ban US 

technology companies from doing business with you 

because, let me quote him, "Huawei is engaged in 

activities that are contrary to US national security or 

foreign policy interests." What is this? Speculation? A 

trade war? A political objection? What do you think?

Ren: I don't quite understand the decision made by 

Trump. We have hardly any networks or any kind 

of presence in the US, so how could we threaten its 

security? The decision made by the US does not follow 

the rule of law. The US District Court for the Eastern 

District of New York has sued us, and we maintain that 

we are not guilty. If the US were to penalize us after 

reaching a verdict in the court following due process, 

we would be able to understand that, because we have 

respect for legal procedures. However, the US isn't playing 
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by the rules. I don't know how to understand this.

Our company won't collapse because of this. Some 

Congressmen have said that Huawei is dead, and on the 

Internet some people have said that Huawei is ruined. 

Huawei won't be ruined, but our business will be scaled 

down. If the size of our business was currently the size 

of a goose egg, then it will be scaled down to the size 

of a chicken egg, but never to the size of a pigeon egg. I 

think our business will shrink, but there will be no major 

issues. We won't be beaten by the US in the highest-

end domains. We may choose to abandon some lowest-

end domains. We never develop any components 

ourselves in low-end domains, because products in low-

end domains will be phased out sooner or later. Our 

sales growth may slow down, but we won't see negative 

growth. We will still see positive growth.

When making this decision, US politicians may not 

have considered the interests of US companies. US 

companies also need markets. They need to supply chips 

and components to China, a market with a population 

of 1.3 billion. If the US doesn't supply anything to 

China, China will be forced to manufacture everything 

by itself. As a result, the US won't be able to remain 

the world leader. The world leader should be serving all 

7.5 billion people around the world, and the 1.3 billion 

Chinese people account for roughly a sixth of this. High-
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end components are already controlled through the 

Wassenaar Arrangement , and the US can just stick to 

this arrangement. Is it necessary to impose restrictions 

at the level of nuts and bolts? It's possible that the US 

politicians do not know much about technology.

Hubert Seipel: China is not a cheap workshop any more. 

In the last 40 years it has developed into a leading 

economic power – presently, number two behind the 

United States, and probably, rather soon, replacing the 

United States as number one. Is this the fear behind 

this kind of action, or is it a kind of tradition that in 

China, the Communist Party is still responsible for the 

government, and anti-Communist policies have long 

been a tradition in the United States?

Ren: I don't know the answer to that question. I'm not 

a politician, so I'm not very sensitive to political issues. In 

spite of the attacks launched by the US, Huawei is still 

the world number one in our industry. I have confidence 

that this will not change. In a few years, let's meet again 

and celebrate this together.

I think that the world should accept China's rise. Only 

after China rises up in the world will more and more 

Chinese people buy goods from outside China.

When you visited our production lines, you may 
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have noticed that a lot of the equipment we use is from 

Germany. Our production systems use software from 

Siemens, Bosch, and Dassault. Most of our production 

equipment was made in Germany. China's development 

will bring a lot of trade from Europe to China.

China used to be a very poor country. The clothes 

I wore when I was a university student were full of 

patches. When my pants had holes on the back, they 

would be mended on the sewing machine using another 

piece of cloth. I don't remember wearing any decent 

clothes back then.

However, we can all see that Chinese people are 

buying a lot of luxury goods from Europe. They are 

hugely popular in China now. The growing demand in 

China will create a huge market for Europe and the US.

During a speech in Australia, former US president 

Barack Obama said that if Chinese people lived the 

same life as Americans and Australians, it would be 

disastrous for the world. However, Google Maps show 

that there are many "small houses" in the coastal areas 

in China. They are used to breed marine animals for 

food in floating net pens. A lot of the seafood in China 

is manually bred rather than being caught from the sea. 

We do not harm the sustainable development of the 

world. Of course, Chinese people should be more frugal, 

as many are squandering too much money.
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What I'm saying is that the world should embrace 
China's peaceful rise, and we really want to see China 
rise peacefully. The US is the strongest military power in 
the world. If the US does not start a war with anyone, 
no one in the world will go to war with them. I don't 
think the world needs to worry about China's rise.

You are welcome to visit our company anytime 
and talk with anyone you like. Our Chinese employees 
think similarly to Westerners – especially the younger 
employees; they identify more with Western concepts 
and approaches. I believe these concepts and approaches 
will become generally accepted around the world and 
become common values shared by all humanity.

The world we live in should move towards peace 
rather than war. If there is even a single individual that 
doesn't want war, I believe they can influence the rest 
of the world, who may then follow suit. We need to 
eliminate the sources of war to ensure a peaceful rise. 
We want to do business in a peaceful world. Creating 
a sense of fear does not benefit anyone. If everyone is 
scared of one another, the whole world will be a really 
scary place.

Hubert Seipel: Now, the tensions between these two 
countries, as far as the trade war and Huawei are 
concerned, have become a bit personal. Your daughter 
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was arrested on December 1 last year in Vancouver. 
What was your first reaction when you heard that 
she had been arrested because she was the CFO of 
Huawei?

Ren: My first reaction was shock. My daughter is full of 
integrity. It would be impossible for her to have engaged 
in any criminal conduct. I had no idea what the reason 
behind the arrest was. She sent me a note through her 
husband the day after she was arrested. She told me, 
"Dad, they are coming after you. Please be careful."

I had to fly to Argentina to attend a meeting on 
the third day, which was actually organized by Meng 
Wanzhou. I believe that meeting was very important 
to our company's transformation, stability, and 
development, so I still decided to take the risk and 
attend the meeting.

Back then, we didn't know the US would impose 
such severe sanctions against us. My wife was extremely 
worried about me taking the trip. She stayed up all 
night, and kept asking me these questions: "Have you 
crossed out of China yet? Have you boarded the plane?" 
She went to sleep only after I told her the plane was 
taxiing.

I took a plane and returned to China right after the 
meeting. My family stopped worrying about me only 
after I returned home safe and sound.
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Actually, I really don't care much about my own 
safety, and I don't think my life is that important. I 
believe the most important thing is our company's 
transformation. Our transformation in the Argentina 
Representative Office has been very successful, and has 
driven a company-wide transformation. In the context 
of the trade war, we have realized the huge role the 
seven documents we released about the transformation 
in Argentina played in helping our company build our 
fortresses. The heads of our three business groups 
have all told me that these documents are critical, and 
things would have become chaotic if we had not made 
sufficient preparations over the preceding six months. I 
risked my life to attend the meeting in Argentina.

I think I will still continue to travel around the world. 
What would be the value and meaning of my life if I 
were put in a cage? Some people have told me, "You 
are a thinker. We only need your ideas. You don't have 
to travel in person." But how can I have any brilliant 
ideas if I don't go into the trenches?

A journalist once asked me, "What would you do if 
you had been arrested in Canada with your daughter?" 
I said I would spend time with my daughter and talk to 
her every day. Another question was, "What if you had 
been sent to the US?" I told them that I would take the 
opportunity to study the US's 200-year history and write 
a book about how China should learn from the US and 



31

Ren Zhengfei's Interview with German Broadcaster ARD

rise up in the world over the next 200 years.

Another journalist asked me, "What if the Chinese 

government locked you up in prison for rejecting an 

order to install backdoors?" I said that prisons in China 

are well managed; some prisoners even have their own 

rooms, and there are decent bathrooms. They can read 

books and watch TV. That is pretty nice and it's totally 

free! I think that's kind of a nice thing.

If that was the case, I would stop thinking so much. 

I might no longer need sleeping pills, and my diabetes 

and high blood pressure might be cured. I might even 

be able to live for an extra two or three years. So what 

should I be worried about?

I'm having a relaxed life right now. Our company is 

on the right track, and can develop well without me. It 

is having a tough time now, but I still don't have much 

work to do. The reason for this is that we manage the 

company with rules and regulations, which we have 

learned from countries like the UK and Germany. This 

company is not managed by one or two particular 

individuals. I'm pretty confident about everything after 

30 years of hard work.

Hubert Seipel: She's charged with violating the US 

sanctions against Iran, and the US is demanding her 19
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extradition. According to the Washington Post , the 

stand over Meng, and I'm quoting, "came at exactly 

the moment the Trump administration was engaged 

in high stakes negotiations, so there seems to be 

a relation to that". I mean, Europe is not following 

America's way, not Trump's way, like Germany, 

Denmark, or France. We checked France's decrees. But 

can you survive without the US? Can the US crush your 

company?

Ren: As for your first question, regarding Meng 

Wanzhou, I will not comment much on the case, as it 

is undergoing legal proceedings. We don't think she is 

guilty. We have evidence for the defense. US prosecutors 

also need to present evidence.

For your second question, if we were technologically 

severed from the US, could Huawei continue to survive? 

I believe that the world should collaborate for shared 

success, because in a globalized economy, all are 

interdependent and no one can exist in isolation.

But now we can say that, even without supplies 

from the US, we can survive and maintain sound 

operations. We may continue to be the world's number 

one. However, we always admire US companies. Many 

US companies want to collaborate with us. They are 

different from US politicians. We will always be a long-

term strategic partner of US companies. They are now 
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seeking to ask the US government to approve their 
supplies, and we are determined to buy their products.

For example, we have components that can replace 
Qualcomm's, but we still buy 50% of our components 
from Qualcomm, and we are not solely using our own 
components. I've made it clear that we will always 
use American components, and will never take all the 
benefits for ourselves. We will always embrace US 
companies. Historical setbacks will test our friendship 
with US companies. But only through collaboration can 
we drive human civilization forward.

Hubert Seipel: According to the UN, the last 40 years 
were a blessing for China. If you look at the figures, 
700 million Chinese people are now above the poverty 
line. China's life expectancy used to be 60 years in 
1978. Then Deng Xiaoping started the reforms, and it's 
now 76 years. How does or did this change the Chinese 
society?

Ren: First, in the 1960s and 1970s, China had a 
population of more than 600 million. At that time, the 
sky above us and the land beneath our feet were the 
same as today, but people didn't have enough food. 
Then the reform and opening-up policy was adopted. 
Today, China has 1.3 billion people and produces 
more food than its people could possibly eat. This is 
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attributable to several factors. One is the significant 
development of production technology. Another is 
that China's agriculture production has shifted from a 
contract responsibility system to a system that allows 
farmers to transfer their land-usage rights, and will 
gradually transform to farm-based production like what 
we see in Western countries. Additionally, advanced 
agricultural tools have become much more widely used. 
These factors have drastically increased China's grain 
output.

Western countries enjoyed a prosperous economy 
thanks to the benign cycle of high prices, high 
consumption, and high salaries in the 1960s, 1970s, 
and 1980s, while China used to have low commodity 
prices. Later, when China's commodity prices began to 
rise, economic circulation within China was accelerated, 
which benefited Chinese farmers.

Second, China introduced very low taxes to attract 
foreign investment to set up factories in China. Because 
of that, 200 million farmers now work in cities. A decade 
ago, a migrant worker in China could earn 100 US 
dollars a month – an amount that they could not make 
in a year if they stayed in the countryside. In the late 
1970s, I once worked in the countryside to help with 
the rural transformation. When we assessed farmers, 
a very strong farmer could only earn 0.08 yuan a day, 

equivalent to 0.01 US dollars a day. Their income was 
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extremely low at that time. Even now, the average 

monthly income in China's rural areas is only 2,000 to 

3,000 yuan.

However, more and more counties in China's rural 

areas have been lifted out of poverty through large-

scale production of agricultural products, instead of the 

previous small-scale farming approach. One example 

is Hezhang County in Guizhou Province, where it is 

suitable to plant a kind of thin and fragrant bunching 

onion. The county plants this onion across its thousands 

of acres of farmland. Meanwhile, an intensive industry 

chain has formed, including bunching onion packaging, 

logistics, and transportation, which is connected to the 

consumption systems in Beijing, Shanghai, Guangzhou, 

and other large cities. This has generated much higher 

income for local farmers. The party secretary of Guizhou's 

another county, Zhenning, once visited me and told me 

that his county planted over 2,000 acres of ginger and 

plums, which had lifted the county out of poverty.

Other regions, such as impoverished parts of Africa, 

can learn a lot from China's efforts to alleviate poverty, 

although the income of Chinese farmers is still very 

low according to Western standards. China still has a 

large population below the poverty line based on the 

UN's poverty standards. China's poverty line used to be 

1.2 US dollars a day and has now been lifted to 1.9 US 
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dollars, while the line set by the UN is 2.5 US dollars. 
Our poverty line is relatively low because it matches our 
overall living standards.

The reform and opening-up policy has played a 
tremendous role in lifting China out of poverty. The 
efforts of government officials at all levels are also 
important. The Communist Party upholds the slogan 
"Serve the People". A government, whether it genuinely 
aims for this or not, must serve its people. Objectively, 
this can drive social progress.

Hubert Seipel: You went through a very difficult 
time within the last 70 years in China. There was the 
famine, there was the Cultural Revolution, and there 
was the change of the system to a certain extent. 
What word would you find if you looked back to your 
own life? Was it pressure which formed you the way 
you are?

Ren: I would say it was a hard journey. China took many 
detours before it found its own way out. I believe that 
China will ultimately find new drivers of development. 
The drivers of today are to build a well-off society, where 
the underprivileged can be lifted out of poverty, most 
children can access quality education, and people can 
enjoy happy lives. This is key to ensuring a better future 
for China.
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This goal will keep the entire nation motivated and 

well-organized. The Chinese government needs to take 

measures to avoid anarchy and chaos, and ensure the 

country continues to reform and develop in an orderly 

fashion.

Hubert Seipel: If you look at people who are 40 years 

younger, who do not have your experience, and who 

have not been through this kind of hardship, what is 

the difference? What do you realize as far as they are 

concerned?

Ren: I don't think hardship is something everyone must 

go through. If we all have to go through it, what is our 

nation pursuing? I think the younger generation should 

increase their knowledge, aim for greater creativity, and 

enhance their capability to contribute to the country and 

its people.

Top US universities have two standards when 

admitting excellent students: Have you ever taken 

care of the elderly? Have you ever volunteered to help 

orphans?

If a student fails to meet either of these two 

standards, their scores for entering these universities 

will be reduced by 20%. Even if they score full marks in 

the exams, they will find it difficult to enroll in these top 
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universities.

What is the purpose of the US's top universities? To 
cultivate leaders, be they national leaders or business 
leaders. Leaders cannot be self-interested and only focus 
on putting money into their own pockets. Otherwise, 
they would destroy society. Leaders always need to have 
society on their minds.

Then you may come to understand why graduates 
from famous US universities, such as Harvard, work in 
Africa and earn very little money. They do this for an 
ideal. This ideal was known as the Puritan spirit.

I don't think there is much difference between 
Huawei's spirit and this Puritan spirit. Huawei's spirit is 
driven by our ideal to contribute to humanity. If Huawei 
were a capital-driven company, we would prioritize 
profits. This would mean we would only go to places 
where we could earn huge profits and refuse to go to 
places where we couldn't make money.

Some regions in Africa are challenging, but we still 
go and work there. If we were doing this just for money, 
we would never have been there. Mount Everest is 
very high, but we have built base stations on both the 
North Face and the South Face. If we hadn't built base 
stations there, climbers in danger would find it much 
more difficult to reach the outside world and get rescue. 
Without timely rescue, some of them could even die.
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Can we make money in these places? No, but we 

fight for our ideal, and we are dedicated like Puritans.

This ideal has helped shape our corporate culture. 

Employees at Huawei do not haggle over personal gains 

with the company. But that does not mean we don't pay 

attention to their rewards and benefits. So, our culture is 

similar to US culture in many ways.

Hubert Seipel: How many Huaweis do we have in 

China?

Ren: I have no idea. I think China is very receptive to 

German culture. Reformation originated in Germany. 

Germany has abundant philosophers, musicians, and 

artists. How can an industrial society create such a 

splendid culture?

Several days ago, China's Industry and Information 

Technology Minister visited Huawei. I took him to 

visit our production lines in particular. I told him how 

great the software products from Siemens, Bosch, and 

Dassault are. Why did I do this?

The industrial Internet is about digitizing the industrial 

experience that people have accumulated over the past 

decades, rather than turning Internet companies into 

an industrial Internet. We help promote Germany's 

automatic control software across China, as this can help 
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improve productivity and efficiency.

We believe that China and Germany are highly 
complementary in their economies. China needs to 
develop, and Germany boasts many advantages that are 
valuable to China. In turn, Germany needs the Chinese 
market, which has a population of 1.3 billion.

When I visited Stuttgart in Germany, the dean of the 
University of Stuttgart's faculty of engineering took me 
to see their first-year students. Each student was given 
a piece of iron and a drawing of a wheel gear or shaft. 
They then had to make a gear or shaft with just a knife. 
Even if they made a gear or shaft, they would not be 
graded. They could only receive a grade when they fitted 
the gear or shaft into the gearbox, and the car had 
driven away and back safely.

I think that German machinery is unparalleled around 
the world. German cars are still much more expensive 
than other cars, even though they do not require more 
steel.

Germany has many good things and needs a 
large market to maximize the value of these things. 
This will require trade facilitation and liberalization. 
China may have been a little slow in its reforms, but 
since last year, it has begun to lower the threshold for 
investments in machinery manufacturing and industrial 
products and bring down tariffs. All these measures are 
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conducive to further growth. China and Germany should 

avoid confrontation and further enhance economic 

cooperation. We strongly agree with Europe's viewpoints. 

The EU is an economic community that does not seek 

to pursue too many political goals. Similarly, China has 

no intention of seeking hegemony. China still makes 

low-end and mid-range products. There should be some 

exchanges between low-end and mid-range markets 

and high-end markets.

Second, China still lags behind many other countries 

in the service sector. When a friend of mine got sick, I 

recommended two countries for the surgery: Germany 

and the US. Germany's medical system is very advanced. 

If they could set up some hospitals in China, they would 

very quickly earn back the money that China has earned 

from Germany, without sending too many people here.

When it comes to education, you have to work 

extremely hard to get a PhD in Germany. This shows that 

German PhDs are really of high quality. Our factories in 

the UK and Germany have hired many German PhDs 

because they are excellent. Germany has a very strict 

education system. Why don't we introduce Germany's 

primary and middle school education approaches to 

China? China is also opening up its service sector, which 

is a "smokeless" sector. Germany can earn money from 

China through this sector to hedge against trade deficits.
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Hubert Seipel: So, your conclusion is a strong China 

and that after 40 years of development, China shares a 

common future with Europe?

Ren: I think so. I think Europe and China complement 

each other in many ways. The European Union is a 

community comprised of 28 countries. Its goal is to 

pursue economic interests instead of political hegemony. 

China does not seek political hegemony, either. China 

and Europe should collaborate and reinforce each 

other's strengths. And this collaboration can be linked 

by the "Belt and Road" initiative, through which China 

can pool the energy resources it does not have from the 

Middle East and Central Asia to fuel its engine of growth 

and ultimately drive faster common growth.

A couple of days ago, when I was talking to Japanese 

media, I said I would like to see a free trade zone 

established between China, Japan, and South Korea. 

We should also push for the establishment of a China-

Europe free trade zone. If European goods became 

tariff-free, a huge number of European goods would 

flow to China, including services. Chinese products would 

also be exported to Europe. There wouldn't be the same 

large trade deficit that exists today. I think this would 

create a new form of balance. I hope that both Europe 

and China will work to make this happen.

I have made contributions to Europe. I've been 
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persuading the Chinese government to align with 
Europe and establish a Chinese-European standards 
system. This has already been done. Now, Chinese and 
European standards bodies are on the same wavelength. 
Next, I hope American standards bodies can join them, 
creating a truly global standards system.

Hubert Seipel: What might be the biggest obstacle to 
China-EU cooperation in the future?

Ren: I think two things are critical to China-EU 
cooperation. The first is intellectual property protection. 
In the past, China didn't pay enough attention to 
intellectual property protection. But now, if you watch 
Chinese TV programs or read media reports, you'll see 
China is paying a lot of attention to intellectual property 
protection.

The second is allowing wholly foreign-owned 
enterprises to be established in China. Intellectual 
property protection for these enterprises should be more 
stringent. If things work this way, I don't think there 
will be any obstacles to the development of European 
companies in China.
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Tian: Absorb the energy of the universe over a cup of 

coffee. I'm Tian Wei. They say a good conversation 

could be just like drinking a cup of black coffee and as 

stimulating as it is hard. I'm not sure whether today's 

conversation is going to be a really difficult one, 

but it should certainly be stimulating intellectually 

and thought-provoking. If you take a look at the 

panelists on the stage, they're trailblazers in their 

respective fields and certainly very outspoken about 

the challenges that we are facing today. I hope it's a 

conversation among minds without borders.

First up, A Coffee with Ren, so let's start with Ren. 

Ren Zhengfei, founder and CEO of Huawei. Of course, 

a legendary entrepreneur from China who has made 

China one of the world leaders of 5G. Huawei now, as 

far as I understand, is the world's largest manufacturer 

of telecommunications equipment and the second 

largest maker of smartphones. So, Mr. Ren, welcome.



46

A Coffee with Ren

On his right, Nicholas Negroponte. The reason I 
introduce Mr. Negroponte second is because he has 
just accepted Mr. Ren as his student. Big news. A 
tech visionary and co-founder together with Jerome 
B. Wiesner of the MIT media lab. And he has been 
providing funding for start-up companies around the 
world, including WIRED magazine and Sohu. He has 
also decided to devote the remainder of his time, which 
is a lot, to open science and global connectivity. Good to 
see you, Nicholas.

Next, we have George Gilder, certainly a fun individual, 
as well as a tech guru and a futurist, according to many. 
George is President Ronald Reagan's most quoted 
leading author and has been a venture capitalist in the 
US and Israel on many important projects. He enjoys his 
time as a runner and also as a skier. George, good to 
see you.

Last but certainly not least, we have a wonderful lady 
sitting on the stage as well. A long-time commitment 
to Huawei, 25 years working for this company, and a 
colleague of Mr. Ren, Ms. Catherine Chen, Senior Vice 
President and Director of the Board of Huawei, welcome.

Tian: Okay, A Coffee with Ren. I really need to start with 
Mr. Ren. Mr. Ren, is it because you cannot go to the US 
so you have all your friends coming to China for coffee?
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Ren: Professor Negroponte was a teacher of Steve Jobs, 
and his son was once Jobs' roommate. That means that 
by becoming his student today, I am becoming one 
of Jobs' peers. I feel very honored. As for Mr. Gilder, he 
wrote the preface for Built on Value, a book by Professor 
Huang Weiwei. The preface is excellent, and I greatly 
admire him. I respect both of them very much. It's also 
fantastic that we have this opportunity to meet you, a 
very famous TV host, here today.

Tian: I want to turn the table to both of you here. 
Aren't you afraid of being politically incorrect, coming 
to China and sitting here in the sitting room of Huawei 
while knowing what's going on between the US and 
China?

George Gilder: No. No, I think that I am contributing to 
saving the United States from the terrible mistake that 
it's currently making, epitomized by the outrageous bans 
and tariffs, as well as restrictions it is placing on Huawei. 
But also, I can contribute to a re-construction of Internet 
architecture to address the terrible security collapse across 
the Internet that is making everybody paranoid and 
preventing everybody from trusting anybody else. This is 
really a technical problem that Huawei can address and 
not a political problem.

Tian: Are we facing a technical problem or a political 
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problem?

Nicholas Negroponte: I have more of a feeling that 
we're facing a cultural problem. I'm here for a different 
reason, and I invited myself to come here and even told 
Mr. Ren what day I could come. And it was surprising 
that George, whom I have known for 40 years, was here 
on the same day, so I'm very pleased.

We don't agree on political issues. Anyway, we agree 
on the fact that the United States is making a terrible 
mistake, first of all, picking on a company. I was on the 
Motorola Board of Directors for 15 years. One of the 
first joint ventures you did was probably with Motorola, 
I suspect. My interest is open information, open science. 
I come from a world where what we value isn't so much 
about trade, commerce, and stock values. We value 
knowledge, and we want to build on the people before, 
and the only way this works is if people are open at the 
beginning. Then we can all build on each other, and 
that's, to me, the priority.

There are other issues, and I'm not denying them, 
but that's the one I'm focusing on: How does the world 
collaborate? It's not a competitive world in the early 
stages of science; it benefits from collaboration.

Tian: Mr. Ren, some people say this is a technical issue, 
and some believe it is a cultural issue. What do you 
think? What kind of issues are we facing here?
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Ren: I think the most important goal for our society 

is to create wealth, so that more people can be lifted 

out of poverty. Social progress requires collaboration 

for shared success. It's simply impossible for individual 

countries to develop on their own in the information 

world. In the industrial era, transportation problems led 

to geopolitics and geo-economics, so a country could 
manufacture sewing machines and tractors entirely on 
its own. But in the information era, it's impossible for a 
country to single-handedly make anything. That's why 
open collaboration worldwide is a must. Only through 
open collaboration can we meet people's demands, and 
bring the benefits of new technologies to more people 
at lower costs.

I believe collaboration is the only way to make social 
progress. Economic globalization was first proposed 
in the West. We believe it is a great concept. There 
definitely have been and will be ups and downs during 
the process of economic globalization, and we need to 
take the right approaches to these ups and downs. That 
means we need to use laws and rules to reconcile and 
resolve issues, instead of imposing extreme restrictions.

The progress of human civilization is built upon the 
discoveries and innovations of scientists, the leadership 
and facilitation of politicians, the products and markets 
of entrepreneurs, and the joint efforts of all people. 
That's how we create new wealth. During the Dark Ages, 
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famine was prevalent in Europe. About 40 to 50 years 
ago, China was very poor, and people suffered from 
hunger. But now we have an abundance of food. Why 
is that? It's not because the natural environment has 
changed much since then. It is the result of advances in 
science and technology.

Tian: There are companies who are not providing 

Huawei with components and parts anymore, despite 

the fact that you had contracts with them. How 

will you treat the US companies who wish to keep 

supplying Huawei?

Ren: All of the US companies that we work with are 

great companies that hold themselves to high standards 

in terms of business integrity and ethics. Huawei's 

development over the past 30 years can be attributed 

in large part to the support and help we have received 

from leading companies around the world. The current 

setbacks we are facing are not caused by those US 

companies, but by politicians who see things differently 

from the way we see them.

We predicted long ago that we would encounter 

market competition issues and conflicts when our 

growth is fast. But we never imagined that the US 

government would be so committed to attacking 

Huawei within such a broad scope. The US government 
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is banning US companies from supplying components 

to us. They are also restricting our participation in 

international organizations and our cooperation with 

universities. That said, these restrictions will not stop 

Huawei from forging ahead.

We didn't expect that the US government would 

launch such precise "strikes" against us, with each 

"strike" hitting our vital parts. Now we have several 

thousand "holes", and fixing them will take time. We 

didn't expect such extreme measures, but we did make 

some preparations. We are like a bullet-riddled Il-2 

aircraft during World War II. We prepared to protect 

our core parts only, like our fuel tank. We didn't 

prepare to protect non-core parts. In the coming years, 

our production capacity may decrease, and our sales 

revenue will be about 30 billion US dollars lower than 

forecasted. In 2019 and 2020, our annual sales revenue 

will be about 100 billion US dollars. But maybe in 2021, 

we will regain our growth momentum and provide even 

better services to society. In the next two years, we are 

going to switch from many old product versions to new 

ones. In such a massive switchover, it will take time to 

test whether things work properly, so a moderate decline 

is understandable. But when this step is finished, we'll 

become stronger. 

When we were not as strong in the past, we were 
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determined to work more closely with US companies. 

As we become stronger, we will work even more closely 

with them, and we won't be afraid of encountering more 

challenges like the ones we are facing now. We are not 

afraid of using US components or US elements, and we 

are not afraid of working with US partners.

Companies that are not as strong as Huawei might 

be very cautious when it comes to using US components 

or US elements. This will hurt the US economy in one 

way or another. But Huawei won't be hurt much. We 

are already strong, and we can withstand whatever is 

thrown at us.

Tian: Did Mr. Ren tell every Huawei employee about 

his plan regarding 2021, Madam Chen?

Catherine Chen: He talks about that sometimes, and 

the numbers may not necessarily be the same every 

time he speaks about it.

Tian: It seems that Mr. Ren gave us a lot of information 

earlier about the bottom line he is thinking about. 

What do you think George?

George Gilder: I think it's absolutely important that 

all these new ventures be founded on a level of a 

ground state of security on which these innovations 

can depend and which makes them trustworthy, 
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recognizably trustworthy around the world. Because a 
worldwide network or a worldwide Internet of Things or 
a worldwide 3D virtual reality Internet, smart cities, or all 
of these various goals will depend on a secure ground 
state of timestamped factuality.

Tian: We understand that it's security, security, security. 
But how? That is the issue.

George Gilder: Blockchain, have you heard of it? 
It's an innovation and is what the new generation of 
technologists around the world are working on and 
developing, and I think it should be incorporated in the 
Huawei plan for the future.

Tian: What about standards? Since we talked about 
security and since we talked about some specific 
issues. Mr. Negroponte, what about the issues? From 
your perspective, starting from earlier days and 
thinking of what's going to happen today, what about 
standards? Do we have global standards? And how 
fast can we build the global standards? Do we want to 
build a global standard?

Nicholas Negroponte: First of all, I've been doing 
this for so long that when I was first on the Internet, 
I knew everybody else on it. That's how long ago it 
was. And nobody imagined how it would grow. And if 
they're telling you now, they're being revisionists. It was 
not in any way imagined to be this dominant. And I 
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experienced over my life, first as a teenager, Sputnik. 
It's very interesting because Sputnik caused the United 
States to do things that it wasn't already doing. So this is 
your Sputnik moment.

What the United States has done created Huawei's 
Sputnik. You're going to wake up and do things and 
there is no going back. I saw it again in the 1980s, with 
Japan, terrified by Japan. There was a whole period 
when Japan was this enemy and we were not supposed 
to collaborate and yet that's sort of attenuated. 
Standards are important, but not as important as they 
used to be, partly because you have enough intelligence 
in the system that you don't have to necessarily have a 
precise standard that everybody is following, as long as 
the system can recognize what it is, and says, oh, that's 
that signal, and adapts itself.

So there is a change, but it's important to collaborate 
on the basis of knowledge. Because if we start going in 
other directions separately, it's going to be an enormous 
shame.

Tian: Talking about the basis of knowledge, I really 
need to ask Mr. Ren. Because right now, Huawei's 
collaboration with quite a number of American 
universities and labs has been halted, including some 
of those where you originally came from. And that is 
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not going to contribute to the open science we are 

talking about. But to Mr. Ren, it's also going to have 

a big impact on where Huawei could be in terms of 

your capacity for science and technology. How would 

Huawei address the situation?

Ren: Inventions can be divided into theoretical 

inventions, engineering inventions, and inventions driven 

by market demand. China is very strong in engineering 

inventions, but weak when it comes to theoretical 

research. We have to diligently learn from the West 

in this regard. The West took several hundred years 

to invent theories like calculus. They have contributed 

greatly to advancing basic theories.

Huawei invests heavily in R&D. We have more than 

80,000 engineers. Despite that, we have not made any 

great inventions. Mobile communications were not 

invented by Huawei, nor were fiber communications, IP 

transmission, mobile Internet, airplanes, cars, or horse-

drawn carriages. When it comes to inventions, we have 

made little contributions to humanity. We have focused 

on improving engineering capabilities.

We are now supporting more than 300 universities 

and 900 research institutes around the world. In doing so, 

we hope that we can contribute to theoretical innovation. 

We will not cut our investment in this area just because 

of the attacks on us. We will work harder. Even if the US 
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government does not allow some universities to work 

with us, there are many others who are willing to do so. 

It is understandable that a few universities are having 

concerns about working with us. It is just short-term 

because they don't know much about us.

We welcome more US politicians to come and visit 

Huawei themselves. Some of them may think we still 

live in grass huts and wear long queues – a hairstyle 

from dynastic China. If they come and look at Huawei's 

pace of innovation, they will believe that it is worthwhile 

to make friends with us and that we can be trusted.

Just now, Professor Gilder mentioned building 

trustworthy networks. Huawei is determined to do that. 

And it is also a decision included in our business plan. In 

the next five years, we will invest 100 billion US dollars 

in reshaping network architecture, so that networks can 

be simpler, faster, more secure, and more trustworthy. At 

the very least, we should be able to meet the standards 

of Europe's GDPR when it comes to privacy protection. 

Of course, our revenue will need to double. If we face 

financial difficulties, we may cut our R&D investment, 

but the amount will still be close to that figure. We need 

to restructure networks and make more contributions to 

humanity.

We also need to look at Huawei's contributions to 

society. Huawei employees are everywhere – in the 
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poorest areas of Africa, in places stricken with malaria, 
Ebola, or AIDS, and in the wilderness. We don't make 
much money there. We are there because of the 
commitment we have to humanity.

Since we have not contributed much to theories, we 
want to contribute more to serving humanity.

Tian: That's a great thing. And having a good market 
is a good thing, too, I guess. To you, Mr. Gilder, talking 
about security earlier, Mr. Ren has mentioned that. 
So there are lots of questions about whether Huawei 
has backdoors. Mr. Ren, please answer this question 
as well. Which security is it? Who will guarantee the 
security? Who are the ones to judge whether one 
system or another system has security or not?

George Gilder: The question is an objective question 
– whether a specific telecom system can be tested, 
whether it is open, whether it can afford to be using the 
new cryptographic techniques, cryptographic signing 
of software that can render it inherently trustworthy, 
because it cannot be changed gratuitously. There are 
lots of technical remedies for the kind of distrust that 
arises around this catastrophically insecure Internet 
architecture that we find ourselves using today. Just 
as we have catastrophically broken monetary system, 
which causes trade wars, we also have a catastrophically 
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broken Internet security system. And I think among 

all companies in the world, Huawei is probably best 

situated to solve both these problems and to pursue 

both these opportunities.

Tian: Is Mr. Gilder having too much hope for Huawei 

and is he being too optimistic or pessimistic?

Nicholas Negroponte: Well, I hope he's correct. And 

there's some evidence that he may be, because our 

President has already said publicly that he would 

reconsider Huawei if we can make a trade deal. So, 

clearly, it's not about national security. We don't trade 

national security. It's about something else. And this 

trade war has got to end, and that, I believe, will end 

sooner rather than later. Crossing my fingers.

Tian: Mr. Ren, has Huawei installed backdoors into its 

equipment? Are there any security issues? Please tell 

our good friends, and the audience joining us online 

what Huawei's position is regarding this issue.

Ren: First, we need to separate the issues of cyber 

security and information security. Cyber security relates to 

the networks connecting our society. We can't ever allow 

these networks to break down or malfunction, and this 

is a security issue. These networks need to connect 6.5 

billion people, tens of millions of banks, and hundreds 
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of millions of SMEs and large companies. For a bank 

transaction to take place on a network that connects 6.5 

billion people, the transaction must be able to accurately 

link the right individuals and transfer the correct 

amount. This is a cyber security responsibility. Huawei is 

responsible for providing connections to 3 billion people 

and providing connections for banks, businesses, and 

governments. Over the past 30 years, Huawei's networks, 

spread across 170 countries, have never broken down, 

proving that our networks are secure.

In terms of information security, we provide pipes 

and taps, which we refer to as networks and devices, 

respectively. The pipes don't determine what passes 

through them, which could be water or oil. Instead, 

carriers and content providers determine this.

In regard to whether Huawei installs backdoors, 

we don't have any backdoors at all. We are willing to 

sign no-backdoor and no-spy agreements with any 

country. Why haven't we signed any, you might ask? 

Because some countries have required that all network 

equipment suppliers sign such an agreement. This 

raises the bar in these countries and makes things more 

difficult. Why not just sign an agreement with us first? 

Huawei can set an example, and then these countries 

can use this example to negotiate with other suppliers.

Tian: Which countries are you referring to?
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Ren: I've discussed this topic with many state leaders. 

Once we get an agreement signed, we can set an 

example, and everyone will see that Huawei is bold 

enough to enter into such agreements. We can 

guarantee that we won't install backdoors, and we can 

then take on further responsibilities.

Whether something is secure or not is relative. The 

thickness of the atmosphere in the physical world is 

about 1,000 kilometers, but the information cloud will 

be much thicker than that. In a cloud that thick, errors 

are inevitable. For example, if a lightning strikes the 

wrong place, what can we do? We should investigate 

accountability, correct the mistake, and impose 

punishments. Attacking a company from all sides 

without fair reasons is unacceptable. Countries following 

the rule of law must act based on laws. How can they 

make judgments without even holding trials?

As the cloud society continues to develop and the 

number of portals increases, we will become more prone 

to making mistakes. If a society cannot tolerate even a 

single error, it is too conservative. Such a society will lose 

its drive for progress and creation.

Tian: Ms. Chen, I just asked Mr. Ren which countries he 

was talking about, but he didn't give a precise answer. 

I know he has been saying internally that he is a fan of 

the US. Does he still say that considering the current 
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situation? Things have changed a lot.

Ren: The US is a developed country, but long ago, the 
US was an undiscovered continent. After the Puritans 
arrived, they started introducing British laws and 
regulations. The US gradually became more open and 
developed into the strongest nation in the world. We 
have a lot to learn from the US. A few setbacks won't 
make us suddenly hate the US. The US has a long 
history, and these recent events only make up a very 
small part of its history. If we started hating the US 
forever because of this, we would be pushing ourselves 
backwards. We must learn from the US. This is the only 
way that we can remain a leader in the industry.

Tian: Mr. Negroponte, what Mr. Ren just said is very 
interesting. He seems to want to look at history over a 
long period, rather than focusing on one specific point 
of time. So what exactly can we learn from history? 
I mean, you've already also talked about history, 
whether this is regarding Japan or Sputnik. What can 
we really learn? They say it's the rule of the jungle 
anyway.

Nicholas Negroponte: Well, we can learn by looking 
at various technologies that were invented in the United 
States and were then taken elsewhere. The US didn't 
have the industry, commercial skills, courage, or ability 
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to develop them because it was too long-term. I'll give 

you two examples. One example is flat panel displays. 

A piece of glass in my laboratory in the early 1970s is 

the beginning of flat panel displays. The United States 

couldn't bring it forward. It took too much investment, 

so it went to Japan and then later to other places. The 

same thing happened even before that with video tapes. 

There was a big commotion when video tapes were 

invented, but we didn't develop the technology. The 

same thing also happened with telecommunications. 

Government funding in my lab stopped 20 years ago 

and interest in the telecommunications development 

went elsewhere.

It's not the United States. Let's say it's Europe, it's 

Ericsson, and it's Nokia. It's not really the United States 

anymore. History has shown that the short-term, 

usually quarter to quarter, view of American industry 

precludes some of these big long-term developments. 

And Huawei looks beyond that and has been able to 

develop things in 5G and other areas. That couldn't 

happen with the way we're set up. It didn't lend itself to 

small entrepreneurship and it doesn't lend itself to big 

American corporations the way they're currently shaped.

Tian: Mr. Gilder, many say, wow, we're already at the 

very beginning of a technological Cold War. We're 09
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going to have to decouple between China and the 

United States and between China and some of the 

other countries, technology-wise. Are you as easygoing 

about the reality as Mr. Ren, or as historical as Mr. 

Negroponte?

George Gilder: I think Mr. Ren is right to be confident. 

I mean, he's in a strong position. He has more than 

87,000 patents. He has the 80,000 R&D employees. He's 

focused on the technologies of the future. It's the United 

States that really will suffer from any effort to decouple 

itself.

Tian: Are you bashing America right now?

George Gilder: I'm not. I'm an American and I believe 

we have wonderful entrepreneurial energy, wonderful 

creativity, and wonderful technology. But it's always 

thrived on collaboration with other countries. When 

we were an underdeveloped economy, Ford, Edison, 

Carnegie – all our great entrepreneurs that established 

the oil, automobile, and electrical industries – stole from 

Europe. Everybody said they stole from Europe, that they 

sent spies into European companies and brought back 

crucial insights that made Ford automobile possible. 

What we see here from historic terms is merely the 

incumbent established technology power of the United 

States being challenged by an ascendant challenger, 

China, and we are trying to beat them back. And that's 
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a terrible, suicidal mistake for the United States to make.

So, I'm being pro-American when I say America 

has got to deal with Huawei and with the existence of 

challenges around the world. We are not in the lead in 

semiconductors anymore. This idea that we have some 

impregnable lead in semiconductors that we can use to 

negotiate and force China into compliance with some 

requirements that we imagined, is wrong. We don't lead 

in semiconductors. Taiwan leads us in semiconductors, 

and Apple's new CPU had to be made in Taiwan. 7nm 

geometries were not feasible at Intel anymore.

I mean, it's just false that the United States is in an 

impregnable position that it doesn't have to collaborate 

with China and other countries around the world. This is 

an illusion from years gone by and we've got to get over 

it if we're going to accept the challenges of the future 

and accomplish the goals we have set.

Ren: First, generally speaking, the US still has more 

advanced science and technology than China. After all, 

China is still catching up. China has made much progress 

over the past 40 years since the reform and opening-

up, but the US has been developing for one or two 

hundred years. So the US has a more solid foundation 

for innovation. Suppose the world is a river, the US is a 

bit like water at the upper reaches, which will naturally 

flow downstream. If the water upstream does not flow 
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down, the lower end of the river will dry up. However, 

the upper reaches will also dry up without lower reaches. 

This is similar to our value chain. Downstream market 

demand is critical for those in the upstream. Therefore, 

technological decoupling goes against the trends of 

historical development.

Second, the law of the jungle does not fit into human 

society. Humans need to collaborate for shared success 

and various forces need to be balanced. That's why we 

have adopted a market economy rather than a planned 

economy. Although the counterbalance between 

various factors in a market economy will cause some 

waste, it underpins orderly development of the market. 

In addition, human society is also governed by laws, 

regulations, religions, and moral codes. All those factors 

prevent the world from simply following the law of the 

jungle. Many countries have also issued anti-monopoly 

laws to prevent one lion from becoming too strong in 

order to maintain balanced development.

While Huawei happens to have some leading 

advantages in 5G, we will not be complacent. We still 

want to openly collaborate with the rest of the world. So 

I think technological decoupling between China and the 

US is in no one's interests. Both sides will suffer.

Tian: So there is a big jungle which has many players 

like rabbits and lions. Ms. Chen, it seems like Huawei 
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has figured out a way to survive and thrive after this 

crisis.

Catherine Chen: I don't like people describing the world 

using the law of the jungle, either. Everyone knows that 

tigers and lions are the strongest animals and no one 

can defeat them. But how have humans achieved what 

we have today? It is through unity and collaboration. 

I think that's the law that always holds up well, rather 

than the law of the jungle. Many people wonder 

whether Huawei is facing unprecedented pressure and 

difficulties. Honestly, I don't think this is the biggest 

problem or challenge we've ever faced during my 25 

years with the company. I think the most difficult time 

was when Mr. Ren founded the company. We didn't have 

money, technology, or people. I believe Mr. Guo Ping 

understands this even better as he joined Huawei earlier 

than me. We had nothing back then, but we managed 

to develop into what we are today. So I don't think the 

current challenges and pressure are that a big deal. Once 

a problem, issue, or challenge appears, Huawei always 

meets it head-on and works hard to resolve it. That's 

what we've been doing for the past three decades, and 

we will continue to do so in the future.

Tian: If it's not that challenging, as all of you illustrated, 

I feel happy as a journalist. But now, there's another 10
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thing. We cannot just concentrate our conversation 
on Huawei and the current specific challenges. But 
rather, we're going from here, every one of us. Mr. Ren 
has been very passionate about 5G. That's certainly 
going to help build the infrastructure in the world to 
empower communication and many other things. Mr. 
Gilder has been arguing over the years that artificial 
intelligence is not going to replace human beings, 
but human capacity and also the human brain are 
enormous. Meanwhile, Mr. Negroponte, you have 
been arguing in many of your speeches and books that 
biotech is the new digital, as you wrote in the book 
Being Digital back in 1995. You even argued that we 
can probably eventually eat a pill and learn Chinese, 
not only through the eyes but from within the body. 
So, what kind of future do you see?

George Gilder: You didn't really say that.

Nicholas Negroponte: Yes, I said it, but it doesn't mean 
it's true.

Tian: Let me ask one by one if we can and crossfire 
is also welcome here on the stage. About what we 
were talking about, where would you concentrate on 
a bigger trend? Let's start with someone many call a 
futurist. Mr. Gilder?

George Gilder: I believe the basic challenge of the world 
economy today is to address the scandal of money. We, 
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today, see US$5.1 trillion every 24 hours in currency 

trading. But this currency trading accomplishes nothing. I 

believe that the real reason for the trade war is not trade 

or industrial machinations. It's the collapse of money. This 

currency trading doesn't even prevent constant hedging 

of every transaction across the border. It doesn't prevent 

trade conflicts. It doesn't really accomplish its goal. So 

I think the great contribution of blockchain is that it 

allows a new global currency that plays the role that 

gold played for hundreds of years of the fastest growth 

of the world economy. And that's really what blockchain 

provides: not only a new Internet architecture, but also a 

new global architecture for the world economy.

Tian: You don't think that's virtual wealth only? Like 

the stock brokers? 

George Gilder: It's [money is] not wealth itself. It's the 

measuring stick of wealth that guides entrepreneurial 

visions and creativity. You need to have a measuring 

stick, just as you need to measure the second, the meter, 

the kilogram, the amp, the mole, the degree Kelvin, 

all the various measuring sticks that make it possible 

to make a chip in Taiwan, and incorporate it into a 

smartphone in Shenzhen, and send it to Cupertino 

for marketing and to Israel for amplification. All that 

is made possible by common measuring sticks. The 

nanometer is the same in Shenzhen as it is in Timbuktu. 
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But money, which is a critical measuring stick, is 

different all around the world. It's being manipulated by 

national central banks. So we have chaos of money. And 

that's why the world economy is slowing down now, 

why trade is no longer growing, and why countries are 

constantly fragmenting and fighting over valuations. I 

think this is a big opportunity. I think Huawei can play a 

key role in surmounting this challenge.

Tian: Mr. Negroponte, of course you disagree with your 

friend? 

Nicholas Negroponte: No, I don't disagree. I don't know 

enough about that. It's fascinating to listen to. I believe 

the question was what some of the big future trends 

are. I think they all surround one aspect of the scientific 

and technological world that has changed in the past 30 

years. And that is, we can make things and design things 

and build things that are so small and get smaller and 

smaller. But there's been a crossover point with nature. 

When I grew up, the natural world and the artificial 

world were very different. In fact, I was trained as an 

architect. Good architecture is architecture that fits well 

with the natural world. But now, the natural world and 

the artificial world are the same. And they're the same 

in the ways that are very surprising. When I founded 

the media lab, I never imagined that we would have a 

team like we have today that designs mice. They design 
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new mice! And are the mice real? Or are they artificial? 

They're manufactured, and they're walking, living mice.

And so there are certain things that you think about. 

For example, ten years from now, maybe Huawei will 

ship base stations as seeds that you plant and water. 

And they'll grow and guess what? They will grow into 

base stations that are powered by the sun and the 

leaves. And then all of a sudden you have base stations 

in the middle of nowhere! 10 years from now, that's 

perfectly plausible. So, I think the reason why I say 

biotech is the new digital is more because of synthetic 

biology and the fact that they're indistinguishable. 

Tian: The digital world is combining with the world of 

biotech.

Nicholas Negroponte: They're very much the same.

Tian: Growing from a seed is something we can 

discuss. Mr. Ren, what about your future? What do you 

think?

Ren: Professor Negroponte was talking about what 

fundamental changes the convergence between DNA 

and electronics will bring to humanity. I am not in 

a position to comment because I haven't done any 

research on that. But I think in the next 20 to 30 years, 

the biggest driving force for human society will be AI. 
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AI is augmenting human capabilities, but not replacing 

them. Society is getting more and more complicated, 

trains are traveling faster and faster, and networks are 

also becoming more complicated. This is not something 

that can be handled with individual intelligence.

In the future, some tasks that are certain will be 

directly done by AI, and the problems will be solved on 

the edge. Tasks that deal with uncertainties will be first 

transmitted to the central networks, and then undergo 

fuzzy processing using AI. AI might get it wrong, or get 

it right. It's a process of deeper learning to promote 

human progress.

We should be tolerant towards innovation. If there is 

something wrong with networks, we can now maintain 

them remotely. Do we still need people to climb up 

towers to do maintenance? This will generate high costs. 

So we need to be tolerant of future-oriented innovation. 

This is the only way for us to build a great society. AI 

should not be seen as something negative. AI is an 

extension of human capability.

As Professor Negroponte just mentioned, the concept 

of AI has existed for decades, but it failed to become a 

reality. Today, we have what it takes to make AI a reality. 

AI will help create more wealth for humanity, rather 

than replace humans. How could AI appreciate music? 

How could AI understand jokes? These will be addressed 



72

A Coffee with Ren

in the near future. Now AI is mainly used to improve 

productivity.

Tian: So, the teacher and the student. Mr. Gilder, it 

seems they are disagreeing to a certain extent with 

what you just said.

George Gilder: Well, I've been studying connectomes 

for a while, and for years, I specifically studied the 

connectome of the Internet. That is, how voluminous all 

connections are, all across the entire global Internet, and 

how they are connected to all its memories. And I was 

often focusing on the point where the connectome of 

the global Internet would pass a zettabyte. That is, when 

would all the memories and all the connections take a 

zettabyte, 10 to the 21st power, to map.

Recently, I've been studying the connectomes of 

the human brain. The connectome of one human 

brain takes an entire zettabyte. In other words, one 

human brain has as much connectivity as the entire 

global Internet. Yet the entire global Internet consumes 

gigawatts, terawatts of energy, while one human brain 

runs on 12 to 14 watts of energy. So, I believe what 

will really determine human progress and prosperity is 

unleashing the individual human zettabytes running on 

12 watts. That's 6 billion you're interconnecting through 

the Huawei fiber optics and wireless, not creating 

some super mice out of a pill. Life is not the same at 
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electronics. It manifests electronics but it's a different 

phenomenon which is not well understood and is not 

illuminated by facile statements that we're going to be 

able to read Shakespeare by taking a pill.

Tian: Mr. Negroponte, I think it's a perfect time for you 

to speak out. 

Nicholas Negroponte: Look, whatever is true, in 

computation and connectivity, I can make more of it. I 

can make more and more out of it. And some of that 

can happen naturally. So, a lot of people have worked 

on really two kinds of, or really two distinct AIs. There's 

the AI, if you will, that helps to do as well as or even 

better than the human brain. That's the one called the 

classic AI, the one that the people of the 1960s and 

1970s, very deep thinkers, were thinking about. It's not 

an AI composed of 7.5 billion people, I don't know what 

you're doing with other 1.5 billion when you're talking 

about connecting everybody, but when you have 7.5 

billion brains connected, you have something times 7.5 

billion. That's a different area and a fascinating one. And 

whatever happens computationally, I just know I can 

make more of it. I can't make more of the human brain 

and that's not going to change that much. So, things will 

change, George.

When I say you learn French by taking a pill or 

Chinese, that is part of a very different agenda of how 
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you interact with the human brain. And the breakthrough 

was the idea of going from the inside instead of the 

outside. Instead of trying to radiate, what if you went 

through the bloodstream and what if you access the 

neurons from that direction? That's pretty interesting. 

I don't know where French lives. Does it live in a part 

of your brain? Probably not. But the process to speak 

French certainly does. Can you put that there? Can you 

take it away? It doesn't matter whether that is correct or 

not right now. It's certainly a very exciting way of thinking 

about it and people will do things and change things as 

a consequence of taking that kind of step. 

Tian: To take pills or not is not the question. The 

question is what we're going to see in the future. Let's 

talk about the future a little bit more. For example, 

lifelong learning, Mr. Ren, that's extremely important 

for everyone no matter what future we're talking 

about. So for all of you, how does that happen? What 

is the best tool for this? What is your method for 

achieving lifelong learning? I'm sure you have had to 

learn very fast, particularly recently.

Ren: No matter how fast you are, you cannot be as 

fast as machines. No matter how long you commit 

yourself to learning, your life is always limited. AI will 

be extremely capable of inheriting human civilization 

12
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in the future. Scientists' ideas and the way they think 
can be passed on to future generations. For example, 
Einstein's thinking can still be useful after hundreds or 
thousands of years. In addition, with super-computing 
and massive storage, computers can comprehensively 
extract a number of excellent ways of thinking through 
machine learning. Calculations can then continuously 
be performed and be improved through algorithm 
models. Since AI cannot die in a traditional sense, it 
can accumulate intelligence over thousands of years, 
continuously building its strength. That's why I think AI 
will create enormous opportunities for humanity. What 
will the opportunities look like? I don't know. But I'm 
sure it will create great wealth and benefit society.

Today, it's hard to imagine what future society will 
look like. But I think lifelong learning is an incentive 
for individuals. Learning at a societal level, however, is 
a never-ending iteration. During the iteration process, 
revisions and new models will constantly be made 
through machine learning and algorithms. Someday, 
simple methods will be used to understand sophisticated 
problems. That is to say, although many people are 
currently needed to deal with sophisticated problems, 
in the future such problems may be resolved with just 
a few people. So the issue of lifelong learning should 
not be discussed at an individual level, but should be 
explored at a social level. Lifelong learning should be 
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conducted across borders and disciplines.

People from our generation have this notion of 

geopolitics. That's because when we were young, we 

never traveled outside of our county, let alone our 

country. Only when we grew up did we leave our county. 

So we have this notion of being tied to one location. But 

because of the Internet, today, the younger generations 

are not tied to individual locations, and this way of 

thinking is dying out among them. They have looked at 

the world differently since they were very young.

I think future society will be even better. Some people 

are terrified by the possibility of AI replacing humanity, 

but this is just something imagined by sci-fi writers. After 

all, we have laws, religions, ethics, and other measures 

to counterbalance this. So this kind of phenomena will 

not happen or be very rare. We think wealth will only 

increase, rather than decrease.

Some say that Chinese people are getting richer and 

consuming more fish, which will cause a shortage of 

natural resources. But if you look at Google maps, you'll 

see that the coastal areas of China are full of net cages. 

That means most of the fish we consume is artificially 

bred. We aren't actually consuming that many natural 

resources, and this is a new wealth created by the release 

of productivity. Surely, I advocate a society of economy 

instead of luxury. As you know, Norway is a highly 
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developed country. But what impresses me the most is 

that Norwegians live in small houses and drive small 

cars. Employees at our field office in Norway cannot 

afford to buy their own cars. So, when I go to Norway, 

I take a train to visit our field office. This shows that a 

wealthy country can also be economical. There is an 

abundance of wealth, but people can still live in a frugal 

way. In that way, we can avoid consuming too many 

resources. On the contrary, we will be more capable of 

creating resources. So I don't think a war is possible.

Tian: You not just mentioned lifelong learning and you 

also mentioned how society can continue to improve. 

Now I have a question for Ms. Chen.

Catherine Chen: Well, I think all three of you are 

expressing a very long-term view, looking out over the 

next 30 years and beyond. I will only talk about what 

I envision for the next three to five years. Technology 

will lead us to a better life. What I most expect is that 

Huawei, Nokia, Ericsson, Vodafone, and China Mobile 

will work together, and deploy 5G as soon as possible. 

The other day, my son went to the US to watch some 

NBA matches. He supports the Warriors and I support 

the Canada Raptors. So, when a 5G network is deployed, 

we can watch the basketball together, even if he is in the 

US and I'm in China.

Tian: It's an interesting world, isn't it? It's a bigger 
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world than many people imagined. Good job.

George Gilder: It's no bigger than Ren's universe in 

a cup of coffee. I think we get a sense of his visionary 

horizons when he discourses AI. I don't think any 

other corporate leader in the world could give such 

a sophisticated and wide ranging analysis of this 

absolutely central theme of technological development. 

And that's why the United States has to come to terms 

with Huawei. It's a resource for the world. It's not a trivial 

problem of backdoors and security patches.

Tian: You really sound like quite a fan of Huawei.

George Gilder: Yes. 

Tian: Mr. Negroponte?

Nicholas Negroponte: Well your description is certainly 

poetic among other things, which is very important. 

I would like to go back to your initial question about 

lifelong learning, and I would like to just remind people 

that learning is what you do for yourself and education 

is what people do for you. Let me just separate the two. 

And if you look at the best education in the world, it falls 

in two very distinct groups. There is the group, which is 

characterized by Finland, Sweden, and Norway, where 

students do very well, but there are no tests, shorter 

hours per day, shorter days per year, and no competition 

at all. So, the kids do very well. And then, there is the 
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other method. As you connect kids and bring this 

connectivity to very remote places, thanks to Huawei, it's 

amazing what kids can do.

I'll bore you with one experiment we did. We went to 

two villages in Ethiopia that had no electricity. No adult 

had ever seen a word, a written word. Then we put in 

the village a number of tablets equal to the number of 

kids, with no human beings and no instructions. Then 

we left. But one exception is an adult went the day 

before and showed another adult how to put the solar 

panels outdoors instead of indoors. That was it. We 

could monitor this remotely. Within two hours, the kids 

found the on-off switch, which is pretty hard because 

they had never seen on-off switches in their lives. Within 

a week, they were singing ABC songs. Within two weeks, 

they were using 50 apps per day for seven hours per 

day. That's how long the battery lasted. Six months later, 

they hacked Android. And today they speak, read, and 

write fluent English. No pill and no teacher. And it's very 

important that you can do a great deal of something. I 

want to advocate that's the way to do with anybody. But 

it's amazing what kids can do, and we underestimate 

them all the time.

Tian: Finally, you agree with Professor Negroponte 

on something, Mr. Gilder. OK. But there's one thing I 13
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also want to ask you about. You've talked about the 
potential beauty of a world in which everyone can 
work together and overcome this current bump, but 
a lot of people that I have been talking to have real 
concerns about whether their children's generation 
is going to enjoy the kind of life you guys have been 
enjoying over the decades, which is that you see your 
life going up, getting better; life is getting better all 
the time. But maybe the next generation, some are 
concerned, is not going to be as beautiful as that. Mr. 
Negroponte, you've been working with kids a lot. $100 
laptops for them to go into the digital world. What 
do you think? It's actually a question of optimism or a 
little bit of pessimism.

Nicholas Negroponte: Right. In full disclosure, I was 
born very lucky. My parents were rich, and their parents 
were rich. Everybody went to college; they went all over 
the world. I had been to 10 countries by the time I was 
six years old. I didn't think of that as a privilege. None 
of my brothers went into business. They all went into 
the civil service or academia, and a couple of them are 
artists. Our measure was not the same measure you're 
talking about. Very often, we take these measures 
simply as the measure of economic growth. But after 
that economic growth, you have a purpose, and you die 
unhappy if you didn't have a good purpose. You look 
back on your life and say, "What was that all about?" 
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But some people don't have that question, because 

they have a purpose and they're bound to have it. But if 

you're struggling the whole time, it's harder. So, I think 

that when I hear that young people won't have the 

same opportunities, I say to myself, well, you know, I 

don't think that's necessarily true because they do have 

something we didn't have. It didn't matter if you were 

rich or poor; there was a belief that you had to work for 

a certain period of time; and probably hate your work, 

as a lawyer, as a banker, at a hedge fund. I mean, hedge 

funds – what an empty life that is! Then at the end, you 

start doing something with the rest of your life, and 

something happens. I think young people have learned 

about how to be more integrated. I see many, many 

young people who have mixed money and meaning. I 

think that's the key.

Tian: Mr. Ren, do you think that our future generations 

will feel that they are always growing and their 

lives are becoming better, just like what you have 

experienced in your life?

Ren: What is happiness? We must be clear about this. I 

think future generations will always be better than the 

previous ones. We shouldn't be always pessimistic about 

the kids of today. Maybe they haven't lived through the 

difficulties we lived through, but they are quick learners 

and they are quick to absorb new knowledge. Just as 
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professor Negroponte said, if poor kids can also receive 

proper education, then mankind will be more able to 

generate more wealth and lift itself out of poverty, 

and the world will be a better place to live. So, I feel 

very positive about the future, and I believe the future 

generations will definitely be better than the previous 

ones. The current generations are definitely better than 

the generations 5,000 years ago, right? All of today's 

concerns will be resolved in 2,000 years.

George Gilder: It's a foolish indulgence of rich people to 

believe the future will be worse than the past. If you look 

at the history of China over the last 50 years, of course, 

every generation has had vastly more opportunities than 

the previous generation. All around the world, equality 

has increased because of poor people becoming rich 

everywhere. It's just in America with our climate cranks 

and weather bores, teeming with catastrophe theories, 

that we imagine the future will be worse. But if you live 

in the world and have some sense of history, you see 

opportunities opening as wide as Huawei's visions.

Tian: Now, let me open the floor. It seems I've been 

taking advantage of this conversation on the stage 

so much. But I know there are a lot of people who 

are smarter than me sitting in the audience and they 

have more fascinating questions than the ones I just 

asked. But no pressure, by the way. Let me turn to 



83

A Coffee with Ren

our audience, which I understand is made up of the 

media, people coming from think tanks, friends of 

Huawei and business partners of Huawei, and those 

interested in the latest developments of technology. 

If any of you have questions, raise your hand, and the 

staff will bring you the microphone. I will give equal 

opportunities, okay?

I have two questions, one is for Mr. Ren and one is for 

Professor Negroponte.

My first question is for Mr. Ren: I've been making videos 

that talk about Huawei a little bit and try to get the 

discussion to be more fair, especially with the American 

public. Will Huawei focus more on the relationship 

with the American people, or more on the relationship 

with the American government, or both or neither? 

And which is the most important?

The next question is for Mr. Negroponte: We know 

that America has an open capitalist system and we 

know China has a capitalist system governed by the 

government. But now, we are starting to see that 

America may be turning away technologies that are the 

best. So, what happens in a situation when the entity 

starts to shun or turn down the best technologies?

Ren: Well, we focus on communication with both the 

14
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American people and the American government. No 

matter whether it is an individual or an organization that 

makes a wrong decision, it is only for a short period of 

time in the grand scheme of things. Generally speaking, 

most of the decisions the US made have been correct. 

During World War II, the US sacrificed a lot, and in the 

recent decades, they have contributed significantly to 

social development and globalization. And the American 

people work hard, they study hard, and they have 

contributed a lot of advanced theories and accumulated 

impressive wealth. This has all been of great help to 

us. For the time being, I cannot go to the US, but that 

doesn't mean our future generations also cannot go to 

the US. Maybe China and the US will share 8G? Till then, 

it may not be 5G or 6G. It may be 8G, 9G, or 100G. I 

think eventually we will be able to serve the American 

people.

Nicholas Negroponte: This G stuff is a little overrated. 

I think the answer to your question is perhaps best 

because whatever is closing off now, we just have to 

stop that. 27% of MIT students come from Asia, and I 

don't know the exact number, but I'm willing to guess 

over 80% of them come from China. If you count the 

Chinese Americans who are born in the United States, 

both parents are Chinese, this number goes up to 

perhaps 25% or 30%.
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So, we have enormous numbers. If you look at the 

media lab, 60% are foreign students. When I mention 

that, people often say, "Wait a minute, you're training 

our competition." No, we're elevating the whole world. 

It's so old fashioned to think if you have something, I 

don't. You're going to take my thing, and so you have it 

and I don't. Unfortunately, President Trump thinks that 

way. He doesn't think in a way that accepts that we can 

both have it and this can elevate us both. And training 

foreign students is so incredibly important.

I made a mistake 20 years ago. I thought the Internet 

would make people more integrated. I thought we 

would get rid of the importance of countries and would 

get rid of nationalism. And I look around now and it's 

gotten worse, not better. So I was wrong.

The only thing I can suggest now is intermarriage. 

Persuade your kids to marry somebody who is not 

Chinese and that will help going forward.

Tian: That's a social issue. We're going to discuss that a 

little bit later.

I have a question for Mr. Ren. You mentioned a 

decrease of 30 billion US dollars in comparison to 

Huawei's plan. What's your specific plan for the 

future? We have seen that Huawei's submarine cable 

15
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business went up for sale. Will Huawei put more 

businesses up for sale in the future? In the next one 

or two years, what measures will you take to alleviate 

the pressure you're under?

Ren: There will not be more spin-offs or businesses for 

sale. The submarine cable business was actually quite 

successful. We didn't sell it because we were affected by 

the recent situation. In fact, we have been planning to 

sell it for a long time, because it is somewhat irrelevant 

to our strategic business. There will be no need for other 

spin-offs.

However, we might shrink our business and then 

relocate the employees who might be made redundant 

to our strategic business. This will help our strategic 

business to grow even better and faster. Huawei will not 

have massive layoffs, but we have been restructuring 

our business.

I'll give you an example. More than two years ago, 

we restructured our carrier software business, which 

had up to 20,000 employees. We spent nearly 10 billion 

US dollars in this business without producing anything 

compelling. Therefore, we decided to shut the business 

down. I went to HR and quietly asked them to increase 

these employees' salaries before relocating them. 

However, it turned out that they happily went to the 

frontline even before they got the raise. How have our 
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consumer and cloud businesses grown so fast? I think 
a lot of credit should go to these people. They brought 
with them experience and achieved extraordinary things.

It's now been two years since the restructuring, and I 
recently checked up on the progress of these employees. 
It wasn't until then that I was told they had moved to 
strategic business departments before they received 
their raises. They chose to do something big in their new 
positions. I think their spirit deserves commendation. The 
department proposed that they roll out a red carpet for 
10,000 employees. They told me the red carpet couldn't 
accommodate 10,000 people and adjusted the number to 
3,000 instead, and I agreed. They made themselves medals 
and I delivered a speech. These medals were not fancy, 
but Eric Xu said they were valued a lot by the employees 
because my speech had given these medals meaning.

We cut such a large department two years ago, but 
that hasn't caused any fuss from inside or outside the 
company. Actually, we started restructuring long ago for 
many businesses.

I am a professor at the Harbin Institute of Technology 
and I used to work at MIT. I have great concerns 
regarding the research efforts that Huawei proposes 
for the future, especially now in terms of the disputed 
moment that Professor Negroponte mentioned. How 

16
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is Huawei going to address the issue of basic research, 
which you also mentioned is an important ingredient 
for the future creation of knowledge? Also, how will 
you deal with the issues with creativity that exist in 
China in order to support this basic research effort?

Ren: I think we'll always be willing to work with scientists 
and universities. We follow the US Bayh-Dole Act  when 
working with universities, meaning that when we fund 
the research of professors or universities, we don't go 
after their achievements. Academic achievements belong 
to universities and their professors. We don't usually add 
our names to their papers. It's okay if certain universities 
don't work with us right now. There are still many 
other universities out there. 5G is very much overhyped 
around the world at the moment. Some people even 
think that 5G is like an atomic bomb. In fact, the key 
5G technology was inspired by a mathematics paper 
published by a Turkish professor in 2007.

There are numerous universities around the world, so 
it is not a big issue if some choose not to work with us. I 
believe there will always be talented people that we can 
work with. We will not give up on what we're committed 
to because of short-term setbacks.

I would like to talk about China and innovation. How 
dependent has China's research system been on global 17
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innovation networks over the last decade? Will China 
still be able to produce cutting-edge innovation, if 
transfer-border collaboration is substantially reduced?

Ren: Mass innovation seems to be booming in China, 
but I think most of the innovation activities focus 
on application, and are based on the outcomes of 
innovation on the global platform. Without the global 
platform, I believe China's innovation would experience 
a huge setback. China must invest more in research into 
basic theories and work harder to solve issues with basic 
education, and that will take time. 

George Gilder: I just think that China is doing all 
sorts of innovation and basic research. You know, 
in collaboration with the professor in Austria Anton 
Zeilinger, professor Jian-wei Pan, a leading Chinese 
innovator in cryptographic research, implemented the 
first use of quantum entanglement in transmitting 
certain messages absolutely securely across planetary 
distances over satellite technology. I mean, there's just 
all these areas where Chinese are performing both basic 
research and applied research in many different ways.

So, I think all these beliefs about failure of innovation 
in China are out of date. There are people talking about 
what it was like 20 years ago, and I just don't think that's 
the situation today in China.

Tian: Today we heard the great news coming from 
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Professor Tu Youyou's team. There are new developments 
in her area because she's a Nobel Prize winner.

I have a question for Mr. Ren regarding IPR. We know 
many US media outlets are saying that Huawei stole 
a lot of trade secrets and intellectual properties from 
Western companies in its early years. What's your 
response to this? Right now, Huawei currently owns 
more than 80,000 patents. Are you going to use that as 
a weapon?

Ren: Huawei has been operating in accordance with all 
relevant ethical standards from its very beginning, even 
when we were still a small company. It would have been 
impossible for Huawei to become what it is today if we 
had not had strong business ethics. Even though several 
IPR lawsuits are currently going on between Huawei and 
US companies, we have faith in the fairness of the US 
legal system. Accusations regarding Huawei's theft of 
intellectual property are groundless.

We own a very large patent pool, but we will never 
use it as a weapon against anyone. However, intellectual 
property is created through hard work, so it is perfectly 
reasonable for Huawei and all other industry players to 
sign cross-licensing agreements and pay patent holders for 
the use of patents. Nevertheless, we would never use our 
patents as a weapon to hinder the development of society.

18



91

A Coffee with Ren

Tian: I'd like to collect all these questions and then let 
our panelists answer them together.

Q: I have a question for Mr. Ren. There's a report today 
that Huawei is expecting a 40 to 60% drop in the 
international cell phone sales. I just want to confirm 
whether that's true. And can you also clarify the 
status of the US suppliers? Are most US suppliers not 
supplying you at this point? Or are they continuing to 
because of the 90-day reprieve? What's the status?

Q: Hello, I have a question for Mr. Ren. We know 
that Huawei is not just a Chinese company, but also 
a global company. You have established business and 
offices in over 170 countries around the world and the 
professor from MIT mentioned that many students 
that you recruit come from Asian countries. What's 
your plan to attract global talent?

Q: Previously you mentioned that open collaboration 
is very important. However, facing the global situation 
where industry cooperation is interrupted, is it possible 
for technology companies like Huawei to work with 
other international giants, as well as science and 
technology forums and alliances, to explore another 
development path to drive scientific advances?

Ren: For the first question, did Huawei's smartphone 
sales in the international market drop by 40%? Yes, 
it dropped by up to 40%, but it is quickly recovering. 

19
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That rate has now dropped to 20%, so the situation is 
improving.

For the second question, Huawei advocates open 
collaboration, and that will never change. But the 
government-led cooperation you asked about is pretty 
much dependent on governmental dialogues.

Do we have another development path? Well that 
has never crossed my mind. We believe in only one path, 
and we will move forward along this path one step at a 
time. We won't give up even if we suffer setbacks, and 
will continue to forge ahead until we reach the top.

Another question is about how we can attract global 
talent. We have more than 40,000 local talent from 
over 170 countries. I don't know the specific numbers in 
specific countries, but we do have a rich pool of global 
talent.

George Gilder: I think there's been a lot of talk about 
the Internet of Things, but what's really critical now is 
to create an Internet of Facts, an Internet of Trust, and 
an Internet of Transactions. And My Life After Google 
is about how trust can be re-created by using new 
technical solutions such as blockchain, cryptography, 
and other advances. Luckily, a whole new generation of 
technologists are now pioneering these fields. So, many 
of these political problems tend to dissolve when new 
technical solutions are presented. And I think Huawei 
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can contribute vitally to the Internet of Trust, which, at 

the same time, will make it possible for Huawei to sell 

its products in the United States again.

Tian: You've been talking about open science and 

global connectivity. Everybody, use one sentence only 

to describe the biggest takeaway from the coffee with 

Ren today.

Catherine Chen: We mentioned that Huawei has no 

backdoors and our products are open, transparent, and 

trustworthy. But, but, but, this but is more important: But 

we'll always have our front doors open. We welcome all, 

including the media, to come and visit us.

George Gilder: I think Huawei is at the epicenter of 

future technology prospects for the world. How the 

United States and other countries react to this campaign 

against Huawei is a kind of Huawei test for people 

around the world. If they don't pass it, it will signify 

that the world is taking a very destructive turn. That's 

demonizing particular companies in the name of vague 

ideological objections. So, it's the Huawei test and I hope 

the world meets it.

Nicholas Negroponte: I guess I would end by saying, 

in going through that test, I would not focus on security 

and backdoors and whether you're going to interact with 

20
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the Chinese government, etc. Leave that out. I think you 
should focus on the 100,000 papers you published, the 
amount of research, and just make it known. Because 
I was at a dinner party and I said "Huawei is a great 
company" and people say "It is? It does?" The world 
has to know how much you're doing in science and 
technology.

Ren: The world relies on open collaboration for shared 
success.

Tian: That's simple but not simple. Thank you so much. 
And with that, we're wrapping up our first coffee 
with Ren. We hope there will be many more coffees 
to come in the future, during which we can talk and 
interact and certainly be intellectually stimulating one 
another.

Thank you and goodbye.
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Etienne Gernelle: Let's start from your childhood, 
especially your experience in Guizhou. Today, Huawei 
is a beautiful, modern company. But I want to learn 
more about your past.

Ren: I grew up in Zhenning County, Guizhou Province, 
where I lived throughout my elementary school and until 
the second year of my middle school. This small town's 
population is mainly made up of minorities. Today, it has 
become a tourist destination and the customs of the 
local people are one of the reasons the town attracts 
so many tourists. But, back in the old days, we had 
experienced very impoverished conditions there.

Etienne Gernelle: So you suffered when you were a 
child?

Ren: Of course, we lived in poverty. But we were very 
happy then, because we didn't know that French bread 
was delicious. I never left this small town until I grew up. 
The area in which my entire life took place wasn't more 
than 15 kilometers in diameter. We had no comparisons 
with the outside world, and we didn't have any idea of 
what happiness should be, so we were quite happy then.

After the second year of my middle school, my father 
was transferred to Duyun, a central city in another area 
that mainly had a minority population. I lived there 
from the third year of middle school to the third year of 
high school. In my eyes, Duyun was a very modern city, 
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as it had a two-story building back then. Some older 

girls from my neighborhood took us to a local small 

department store, which was when we first saw a two-

story building. We felt that it was amazing. Those girls 

knew more than us and taunted us for our lack of vision. 

How could we take Duyun as a big city? It was just a 

little bigger than a small town. After my graduation, 

I went to college and left Guizhou. I've never lived or 

worked there since.

Guillaume Grallet: Were there times when you didn't 

have enough to eat?

Ren: You should ask: Were there times when I had 

enough to eat? At that time, it was very normal for 

people not to have enough to eat. We were often 

starving, and it was rare for us to have a full stomach.

Etienne Gernelle: Did you have any idea that you 

would be in the middle of a geopolitical war after so 

many years?

Ren: Definitely not. Over all these years, we climbed 

upstairs step by step, without knowing what the second 

floor was going to look like. For this reason, I hope the 

Chinese education can start reforming, so that children 

in rural areas can envision what the second floor looks 

like and then climb toward this floor, step by step. We 
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didn't have well-known mentors to guide us. We didn't 

have valuable resources to help us. We just kept climbing 

upstairs until we reached the second floor and were able 

to see the grand view ourselves. Nowadays, the Internet 

has helped greatly broaden the horizons of children in 

rural areas. Looking back on my younger days, children 

had limited horizons.

Guillaume Grallet: Many are interested in your military 

experience. What was your job in the military?

Ren: I served as an engineer in the military. The first 

project I joined was in Liaoyang, Northeast China, 

working to build a synthetic fiber factory that introduced 

technology from two French companies – Technip 

and Speichim. It was a quite large and modernized 

synthetic fiber factory in China then, with a high level 

of automation. See, this is my photo with a French 

engineer.

Guillaume Grallet: Your daughter is still in Canada. 

How is this case impacting you personally and how is 

it impacting Huawei?

Ren: Meng Wanzhou has not committed any crime. 

Canada's detainment of her is inappropriate. But 

we believe that Canada is a country ruled by law. If 
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we present evidence and clarify the case, she will be 

released. We will wait patiently and go through the legal 

proceedings.

Etienne Gernelle: The whole issue was caused by the 

fears of certain European countries and the US over 

the expansion of China. Do you think China is seeking 

expansion?

Ren: I don't think China has ever sought expansion. 

China had remained closed-off for several thousand 

years. It is now reforming and opening up with the main 

goal of bringing in what's best from other countries. 

China is going global mainly in terms of commerce and 

trade, rather than in terms of political influence, and isn't 

seeking to spread its ideology around the world.

Etienne Gernelle: The ships of the Chinese explorer 

Zheng He were three times larger than those used 

by Christopher Columbus. Due to domestic political 

intervention, Zheng had to turn back halfway during 

his voyage. As China opens its door and goes out today, 

will it turn back halfway just like Zheng He?

Ren: The story of Zheng He is quite interesting, but the 

purposes of Zheng He and Christopher Columbus were 

not the same. At that time, China assumed itself to be 

the world's most powerful nation. Zheng visited many 
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countries along the way, bringing them many gifts. 

Commerce wasn't his goal. Unlike Zheng, Columbus 

traveled across the Atlantic Ocean in search of treasure 

like gold and spices. Zheng didn't have a clear goal as a 

driving force, so he stopped halfway. Nowadays, China 

has clear goals for its reform and opening-up, which are 

to achieve economic prosperity and integrate more into 

the rest of the world. So China's reform and opening-up 

will not stop halfway.

Columbus' goal was clear: to search for treasure. This 

was his ongoing driving force, and he ultimately did find 

treasure. About 3.5 million ships sank during their trips 

between Europe and Asia. That was kind of economic 

globalization, which started several hundred years 

ago. Europeans hoping to find treasure and expand 

commerce have spread their languages – English, 

French, Portuguese, and Spanish – to almost all corners 

of the earth. These people have also spread their culture, 

philosophies, and industrialization throughout the world. 

Also, many missionaries have traveled all over the world 

to preach their religions, so there are Christians and 

Catholics everywhere. They have done this in hopes that 

the locals would identify with their ideology.

I'm deeply moved by the dedicated spirit of those 

European businesspersons. I also have great respect 

for European missionaries because they built churches 
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in Africa's primitive forests and the Sahara Desert. 
Numerous missionaries crossed the oceans on small, 
shabby ships. When the ships finally arrived on the 
African coast, only several out of 100 missionaries 
survived. The death toll was even higher during their 
journey through forests. When they finally arrived at 
a local village, they stayed there, built a small church, 
and began preaching. They would never go back to 
their home countries because the journey back through 
the forest and across the ocean could mean death. If 
it weren't for the efforts of the missionaries spreading 
their culture in Africa over the past centuries, languages 
like English, French, and Portuguese wouldn't have 
been widely used to benefit this continent. Even now, 
developing a market in Africa is quite challenging. Yet 
when European businesspersons explored global markets 
and European missionaries carried out their missions 
back then, they faced even more difficulties than their 
successors do today.

I once visited a very remote village in China. It's called 
Pu'er Village, and it belongs to the Lahu ethnic minority 
group. About 100 to 200 years ago, missionaries brought 
a guitar to this village. This reshaped the local culture 
and turned the locals into music fans. I shot this video of 
the village last April. The missionaries have advanced the 
local culture and lifted this underdeveloped village to a 
new level. I can send this video to you if you want.
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Etienne Gernelle: This is great. Missionaries brought a 
guitar to this place, while Chinese people are bringing 
5G to the world.

Ren: It is what will happen next. Then, musicians all 
over the world can play the same song at the same time 
through ultra-low latency 5G networks.

Guillaume Grallet: Huawei is an amazing company, 
which has grown so rapidly in such a short time. It has 
a decentralized authority system but is still based on 
collective decision-making. If I may ask, what gets you 
out of bed in the morning?

Ren: I want breakfast so I can't sleep any more. We 
adopt a system of delegating authority level by level but 
with centralized oversight. It gives people who can hear 
the "gunfire" the authority to call for resources. We also 
account for the costs of these resources.

Etienne Gernelle: The West is now scared of China. You 
said China has never sought expansion, and this has 
been proved true in history. Do you understand the 
anxiety when the West is discussing China?

Ren: The US is exaggerating the geopolitical influence 
of China. Such exaggeration, coupled with the fact 
that many Westerners have never come to China, has 
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resulted in misunderstandings. China isn't capable of 

deploying warships anywhere around the world like the 

US does. Personally, I think China is building a defense 

system. China is scared of the US, not Europe.

Etienne Gernelle: Why do you think China is scared of 

the US?

Ren: The US wants to rule the world, whereas 

European countries maintain political diversity and 

aren't aggressive. European countries are keen on 

making more money while Chinese people want to buy 

more luxury goods from Europe. We Chinese welcome 

European companies to make money in our country; 

otherwise we have to fly to Paris to go shopping. China 

has been lowering tariffs on luxury goods, which is a 

sign of welcome for European goods. China and Europe 

complement each other economically. China needs 

Europe and vice versa.

Thanks to China's "Belt and Road" initiative, European 

products can come to China, and China can export 

products to Europe. If we run out of fuel halfway, we can 

refuel in the Middle East or Central Asia, which are our 

energy hubs. As a result, an economic block will form to 

connect Europe, the Middle East, Central Asia, and the 

Far East. If China builds a free trade zone with Japan and 

South Korea, then the economic block will be much larger 

than the US in terms of GDP. When this happens, the 
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US will find it hard to rule the world, and that's why they 

don't want to see countries in this block working together.

Guillaume Grallet: You mentioned at the meeting 

yesterday that Huawei is ready to sign "no-backdoor, 

no-spy" agreements with other countries. Is Huawei 

ready to sign such an agreement with France?

Ren: Sure, anytime.

Guillaume Grallet: Have you ever met President Trump 

before?

Ren: Why should I meet him? I would like to meet 

President Macron.

Etienne Gernelle: The Chinese government has 

issued the National Intelligence Law, which requires 

companies to cooperate in national intelligence 

work. Considering this law, how can you sign such an 

agreement with France?

Ren: We can try [if you don't believe it's possible]. We 

can sign such an agreement with French companies, and 

we can also ask the Chinese government to sign such an 

agreement with the French government.

Guillaume Grallet: Can you describe your own or 

Huawei's relations with the Chinese government? 
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Some think that Huawei has developed so rapidly 

because of support from the Chinese government.

Ren: We are subject to Chinese laws in China and pay 

taxes to the Chinese government in compliance with 

the law. As a company, we make independent business 

decisions. We haven't received even a penny of capital 

from the Chinese government. Our annual reports were 

audited by KPMG. Here is our 2018 Annual Report.

Etienne Gernelle: Apart from capital, if the central 

government requested you to submit the information 

you have obtained from your routers or network 

equipment, how could you decline such a request?

Ren: First, we are always responsible for our customers. 

Second, the Chinese government has never asked us to 

do that.

We only sell customers bare equipment, like water 

pipes and taps. Device products are like taps and 

connectivity equipment is like water pipes. The stuff 

flowing through them, whether water or oil, is decided 

by information systems. The systems are controlled by 

carriers themselves, not us. So we have no access to 

data, and we promise we have never installed backdoors. 

I hope you can interview US companies and ask them 

to sign the same "no-spy" agreements with the French 
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government as Huawei.

Etienne Gernelle: You don't think Google or Facebook 

can make that promise?

Ren: I don't know.

Etienne Gernelle: How about Cisco?

Ren: I have no idea either.

Guillaume Grallet: Have you ever wanted to access 

customer or user information for business purposes?

Ren: Why would I do that?

Guillaume Grallet: Because information is as important 

as oil in the 21st century.

Ren: Oil is of no use to us. What we need is petroleum, 

and we can buy that from gas stations. Similarly, customer 

information is of no use to us. What we find valuable is 

the information that is made public on the Internet and 

across society.

Guillaume Grallet: What is the key to Huawei's success 

and what is the biggest difficulty you have faced?

Ren: The key to Huawei's success is our dedication to 

creating value for customers. That's why our customers 

trust us. Even in such bad circumstances as we are seeing 
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today, our customers are still buying 5G equipment 
from us. This is an example of customer trust in Huawei. 
The US is the most powerful country in the world. Yet, 
despite its harsh attacks on Huawei, customers are still 
buying products from us. This is the result of our years of 
commitment to customers and creating value for them.

What I worry about most is that we are too successful 
and our employees may become too complacent to 
take hardship positions or go to hardship regions. Now, 
President Trump has energized us and helped remove 
this complacency from our employees.

Guillaume Grallet: Can you tell us about your 
Hongmeng OS?

Ren: We have thousands of printed circuit boards (PCBs) 
and each one must be supported by an operating 
system (OS). Huawei's Hongmeng OS ensures a fixed 
latency. The end-to-end latency is 5 milliseconds or less, 
with the possibility of being reduced to sub-milliseconds. 
With such a low latency, the Hongmeng OS is useful for 
IoT-enabled automated production. Take autonomous 
driving cars as an example. The gears within a car rotate 
with a latency of a few milliseconds. If the latency is not 
fixed, the gears can miss each other and will be unable 
to work together properly. The purpose of our OS is 
to enable a world where everything is connected and 
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intelligent.

Etienne Gernelle: Does this mean that the Hongmeng 
OS will be faster than Android or iOS once it is 
released?

Ren: We haven't done a comparison yet. It's likely.

Etienne Gernelle: Is this a business argument?

Ren: It's a technical argument rather than a business 
one. Compared with Apple's iOS and Google's Android, 
our weakness is that we have no ecosystem around 
our OS. It's just a technical system that operates 
telecommunications networks.

Etienne Gernelle: There are two parts to the US-
Huawei issue. The first is about business. The US 
government wants to stop Huawei from exporting 
its technology and equipment to their country. The 
second part is about suppliers. It's about European and 
American suppliers selling semiconductors to Huawei. 
If both parts of this issue went wrong, which one 
would have a greater impact?

Ren: First, the Hongmeng OS is not designed for phones 
as everyone thinks. We didn't develop the OS to replace 
Google's OS. If Google does not open its high-end OS 
to Huawei, will we start building an ecosystem around 
Hongmeng? We don't have a clear plan yet.

Etienne Gernelle: Do you mean Plan B?
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Ren: No. The operating system is essential for 

networks to run properly. It was originally designed for 

telecommunications networks.

Second, if the US or some other countries choose not 

to buy our products, we won't feel much of an impact. 

Over the past 30 years, many customers have chosen 

not to buy our products. After the huge amount of 

publicity Mr. Trump has given us, there are actually more 

customers buying our products. That's because this 

publicity has had a huge influence. Our own publicity 

might not work so well, because some customers might 

not believe what we say. However, when Trump says we 

are good, our customers believe this must be true.

If some countries choose not to sell components to 

us, both sides stand to lose. Our sales might shrink, but 

so will theirs. Since Huawei is not a public company, we 

won't be greatly affected if our business results suffer 

a little. But if their companies release disappointing 

financial statements in July, their stock prices will fall. So 

both sides will be affected.

Etienne Gernelle: Will Huawei consider forging alliances 

with some European semiconductor companies, 

because you mentioned the "Belt and Road" initiative? 

Is it a feasible plan?
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Ren: Definitely. As you can see, we are purchasing more 

components from STMicroelectronics.

Etienne Gernelle: If the friction with the US continues, 

will you forge alliances with some European 

companies?

Ren: Yes. We will buy more products from European 

companies.

Guillaume Grallet: My uncle wants to buy a Huawei 

phone. What suggestion do you think I should give 

him? Should I tell him to buy one right now or wait 

and see how the US sanctions play out?

Ren: There's no need to wait. In terms of photography, 

Huawei's phones are the best in the world and we have 

many other exclusive functions to offer.

Guillaume Grallet: As you mentioned Huawei wants to 

build an ecosystem. How long will it take to build such 

an ecosystem?

Ren: It will take many years.

Guillaume Grallet: China has many powerful software 

companies, and Huawei can also forge alliances with 

them. To be frank, do you worry that Huawei's position 

will be weakened?
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Ren: I think our company may fall a little bit from the 

top in the short term. But when our center of gravity 

becomes lower, we will be able to stand more firmly. 

When we climb the mountain again, we might reach an 

even higher point with more strengths than before.

Guillaume Grallet: If Orange and Bouygues sign 5G 

contracts with Huawei, will you have any problem 

with equipment supply?

Ren: Of course there won't be any problems with supply. 

Besides, our 5G equipment is the best in the world. No 

other companies will be able to catch up within two to 

three years. Supply won't be a problem. Our production 

lines are working flat out these days.

Etienne Gernelle: Some people might think that 

European carriers are not rushing to roll out 5G. 

It seems that the only profitable 5G application is 

autonomous driving cars. Other applications seem to 

be less profitable. Is this true?

Ren: I don't think so. Why did Europe develop earlier 

than China? It is because Europe developed its rail and 

maritime transportation systems centuries ago, while 

China was still mainly relying on horse-drawn carriages 

for transportation. This was slower than trains and 
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could carry far less than ships. So European countries 

were among the first to develop their industry. When 

information transmission speeds increase, we will see 

incredible economic growth. 5G is at least 10 times 

faster than 4G, and faster speeds will drive rapid 

economic and cultural development.

Etienne Gernelle: This seems like more of an argument 

that concerns governments. Carriers invest their own 

money, but they will not be able to see returns right 

away.

Ren: That's not true. If carriers charge the same rates 

as they do with 4G when they switch to 5G, their 

profitability will increase significantly.

Etienne Gernelle: Why is that?

Ren: The cost per bit of 5G is one-tenth that of 4G, as 

is energy consumption per bit. While consuming the 

same amount of energy, 5G is 10,000 times faster than 

2G. Advanced products should not be costly and should 

provide greater value. When 5G becomes widely used, 

you will probably find that the US is falling behind in this 

area.

Guillaume Grallet: During my visit to Huawei's 

campus at Dongguan's Songshan Lake, I found you 

really appreciate European architecture. Do you 
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think Europe should speak as one voice in regards to 

telecommunications?

Ren: Let me start by saying that the buildings on our 

Songshan Lake campus were designed by a renowned 

Japanese architect. He got his bachelor's, master's, and 

PhD in the US, yet his English is not that good. But he's 

a genius. He's great at drawing and designed our entire 

campus at Songshan Lake. That's how the campus came 

to look the way it does today; it's not something we 

planned ourselves.

Etienne Gernelle: Former US Secretary of State Henry 

Kissinger asked a famous question, "Who do I call if 

I want to speak to Europe?" Who do you think can 

speak on behalf of Europe: Emmanuel Macron, Angela 

Merkel, or someone else?

Ren: I don't think there's anyone who should speak on 

behalf of Europe. Every country has its own interests and 

thinks from its own perspective. The EU just needs to 

strike a balance between all of its member states.

It makes perfect sense to locate the headquarters of 

the EU in Belgium. If the EU had been headquartered in 

Paris, then France would have come to represent Europe. 

If it had been headquartered in Berlin, then Germany 

would.
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All European countries are seeking their own 

economic development rather than trying to dominate 

the world. Therefore, I believe Europe is a very valuable 

partner.

Guillaume Grallet: You just said Europe has very 

advanced rail and maritime transportation systems, 

but many people say Europe has lagged behind in 

these areas.

Ren: What I was saying was why Europe was able to 

gain global prominence more than 300 years ago. I 

wasn't saying that Europe has an advanced rail system 

today. Back then, Europe gained global prominence 

because of its advanced rail and maritime transportation 

systems, while China was backward because we still 

used horse-drawn carriages for transportation.

Guillaume Grallet: An AI researcher said Europe has 

been erased from the technological landscape. What's 

your view on this?

Ren: I don't agree with this. Europe was the birthplace of 

the Industrial Revolution and has the "pearls" necessary 

to make a difference. It just needs a string to put those 

pearls together and make them into necklaces. Africa 

doesn't yet have these same pearls needed to make 

such necklaces; their pearls are in mineral resources. 
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What I mean is that Europe has a very strong foundation 

in technology. Mathematics is the foundation of artificial 

intelligence, and the world's top two countries for 

mathematics are France and Russia.

Guillaume Grallet: France has a wealth of researchers, 

but no French companies have become giants over the 

past 40 years, like Huawei, Google, and Alibaba have. 

What's your view on this?

Ren: The pearls are still there, but they can't become 

necklaces by themselves. This is where entrepreneurs and 

the government come in to play. We use software from 

Dassault Systèmes in our production systems. Europe 

is still great. You can visit our production lines. After 

returning to France, you can interview Dassault Systèmes 

and ask them about their successful collaboration with 

Huawei.

But I do believe there is one thing that needs 

improvement in the business environment in France: 

Workers are being given too much protection. As a result, 

many entrepreneurs don't dare to hire anyone. That's 

why it's difficult to build large companies that can go 

global.

Etienne Gernelle: Is the conflict between Huawei and 

President Trump about technology or about business?22
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Ren: I don't know what's on President Trump's mind. I 
assume the conflict is mostly political. The US doesn't 
possess many communications technologies like 5G and 
optical switching. So there is no competition between 
Huawei and the US in terms of technology. In addition, 
no US companies sell telecom equipment similar to 
that provided by Huawei, which means there is no 
competition in products. We really have no idea why the 
US government is targeting Huawei. Nevertheless, what 
the US has done could help Ericsson and Nokia, so that 
means they are essentially helping Europe.

We are happy about that. Huawei's ideal is to 
serve humanity, but we don't necessarily have to do it 
ourselves. This ideal can also be realized if humanity is 
served by Ericsson and Nokia.

Guillaume Grallet: None of Huawei's major 
competitors, like Ericsson, Nokia, and Samsung, are 
US companies. What mistakes have Lucent and Nortel 
made over the past 15 years?

Ren: I don't know what mistakes they made, but I do 
know we have made a lot of mistakes ourselves. I am 
actually criticized every day. Our Blue Team has even 
published an article online listing the 10 mistakes that 
I have made. We are constantly working to correct our 
mistakes.
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We are glad that Ericsson and Nokia are able to 
serve humanity along with Huawei in the 5G era. That 
means countries that exclude Huawei will still be able to 
use 5G. Like the appreciation I have shown to Apple, I 
also appreciate Ericsson and Nokia. Technically speaking, 
Ericsson and Nokia are our teachers. Switches were 
developed by Ericsson more than 100 years ago. Nokia 
was originally engaged in rubber and wood products, 
and produced the world's best mobile phones in the 
20th century. They are both our teachers, and we respect 
them.

Etienne Gernelle: There are several black swans in the 
lake outside. Is this because you predicted that Trump 
would cause trouble to you?

Ren: I really don't like those black swans, and they are 
not kept by me. They always eat the flowers and grass 
on the lakeside, and destroy our garden, but I want 
those plants to flourish. I want the swans to eat the fish 
in the lake, but they always eat grass.

Etienne Gernelle: There is a book about black swans 
that was published before the financial crisis in 2007.

Ren: Yes, that's why some people put the black swans in 
the lake. The swans even lay eggs and have cygnets, and 
we cannot get rid of them. If I find out who put those 
swans in the lake, I'll ask them to feed the swans with 
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vegetables after lunch every day, so that the swans will 
stop eating our flowers and grass.

Etienne Gernelle: An economist once wrote a book, 
saying that China had been the world's largest 
economy until the early 19th century. Do you think the 
current rapid growth of the Chinese economy is only a 
return to its normal state?

Ren: Over the past three to four decades, China has 
made huge progress. However, we still need to improve 
the quality of our development in order to make more 
contributions to humanity. In this regard, we still have a 
lot to do, and European countries, Japan, and the US are 
still ahead of us. It's true that China has a huge GDP in 
total, but much of this is generated from low and mid-
end goods and China's per-capita GDP is still low.

I know that you've visited Guizhou. You must have 
seen that people in many remote places there are still very 
poor. The central government has been emphasizing that 
we must lift more people out of poverty. Governments at 
all levels have been striving to facilitate development and 
alleviate poverty. Helping people rise out of poverty is the 
only way to make them feel reassured and live and work 
at ease. When people get richer, they will focus on work 
and development, and will not bother engaging in the 
color revolution that the US dreams of.
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You may not have been to Tibet. I think Tibet has 

better traffic conditions than Shenzhen. It has great 

infrastructure, and its economy and people's lives have 

significantly improved. Under such circumstances, I do 

not believe there will be chaos. The Chinese government 

has put a lot of efforts into solving poverty problems in 

this country. That is the right approach. On the contrary, 

the US hasn't properly dealt with this issue. They used to 

relate poverty to race, thinking "White people were rich 

and black people were poor." But today, this is no longer 

the case. Many of the poor population in the US are 

now white. With the current trade war, the tariffs have 

actually increased the costs of daily consumer goods in 

the US, putting heavier burdens on the American people.

We all know that China's exports are already at 

the lowest possible prices. If these prices were further 

reduced, many companies would go bankrupt. Therefore, 

the prices didn't change after the US imposed tariffs. As 

a result, it is the American people that pay for the tariffs. 

If the US government cannot reduce poverty among 

the American people, there will be chaos. In contrast, 

it is absolutely correct that the Chinese government is 

determined to eliminate poverty.

Guillaume Grallet: I've noticed that Huawei has adopted 

a unique governance system with the separation of 26
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powers. Which do you think can get people out of 

poverty: the socialist system or the capitalist system?

Ren: I think Deng Xiaoping designed the foundation 

of China's system when he adopted the reform and 

opening-up policy, and that is "socialism with a market 

economy". Socialism emphasizes the concept of fairness, 

which was mistakenly understood as equalitarianism in 

China in the past. In fact, fairness in a socialist society 

means more pay for more work. In other words, people 

who contribute more should receive more. For example, 

suppose you and I are carrying bags at the dock, and 

you can carry three bags every time as you are tall and 

strong, while I can only carry one because I'm old. In this 

scenario, your income should be three times as much as 

mine. But however strong you are, you can never carry 

five bags at once. Physical differences between people 

are not without limits. However, in a capitalist system, 

there are no limits for income gaps. You may have 10 

billion US dollars while I only have 100,000. If our profit 

margins are both 10%, you will earn a profit of 1 billion 

US dollars, while I can only earn 10,000. So huge wealth 

gaps are created due to capital leverages, rather than 

differences in labor.

Deng Xiaoping thought that the basic principle of 

China's socialist society should be more rewards for 

more work, but we need to take the path of a market 
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economy to achieve that. A market economy will surely 
have capital leverages, so China must ensure checks 
and balances between capital and labor. Who should be 
responsible for this? The government. They should make 
reforms to maintain the balance. When China started its 
reforms, its economic foundation was extremely poor. 
What was the first thing to be changed? It was the 
value distribution system. You could try to imagine how 
many conflicts and struggles would explode into life 
when you attempted to change the value distribution 
system for such a large population. Therefore, China 
needed a strong government to take control, preventing 
the country from falling into chaos. So Deng Xiaoping 
proposed the Four Cardinal Principles, insisting on 
reform, opening-up, and development while preventing 
chaos. Only a strong government could do that and 
control the direction and pace of reforms. When 
governments at lower levels were too slow or came to 
impasses in reforms, Deng Xiaoping said they could "be 
braver and walk faster". When reforms were too fast and 
conflicts arose, he just guided them to go more slowly 
while following the Four Principles. That is how China 
has transformed over the last 30 years.

Where does the national capital come from? It's 
from the people. How can the government give the 
money back to the people? This can be done by building 
infrastructure like high-speed railways and highways. 
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Can the government earn money by building high-speed 

railways in Tibet? You can think about that. Capitalists 

wouldn't invest in such projects. China is building 

highways, high-speed railways, and other infrastructure 

on a large scale and at a high speed. This is being driven 

by the government and it's the people who benefit. These 

efforts have helped to balance the conflicts between 

different strata. Therefore, China did not experience the 

color revolution that the US dreamed of.

Etienne Gernelle: I think politics plays an important 

role in Huawei's business. When I came here via Hong 

Kong, I saw the demonstrations. The world is gradually 

splitting. Trump doesn't believe in China or China's 

system. At the same time, the Chinese people don't 

believe in Western media. Will this lead to a divided 

world?

Ren: I don't engage in politics, so I don't know. You can 

ask me technical questions instead.

Guillaume Grallet: Just now you mentioned education. 

What do you think children should learn? General 

knowledge or mathematics and IT?

Ren: There are now several systems of education. In 

Northern Europe, there are almost no tests, so children 
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can grow up with joy. Children in these countries can 

determine their development direction when they find 

out what they like. Although the Nordic countries are 

relatively small, many big companies, including Ericsson, 

Nokia, ABB, and Equinor ASA are based there. This is 

proof that their education system is successful. China is 

such a large country that it is really difficult to determine 

who is talented. Therefore, China has set different levels 

of tests. These tests can turn the children into "little 

nerds" and they lose their creativity. But a small number 

of those who make it through are geniuses.

Etienne Gernelle: What do you recommend parents 

teach their children? Something like programming or 

mathematics?

Ren: I think the most important thing is to give full 

play to a child's talents. We don't know in which areas 

children will be able to develop the best. So children 

should discover their own talents and set out on the 

right path early. In this way, children can grow effectively. 

Unfortunately, some parents don't know their children at 

all. To give you an example, this lady's husband majored 

in electronics, but it wasn't until he turned 50 that he 

realized he was a talented artist. You may go upstairs later 

and take a look at a painting he donated to the company. 

It is a copy of Napoleon's coronation at the Louvre. It 

was painted shortly after he started to learn painting. If 
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he could have leveraged this talent from an early age, 

he might have grown into a famous painter. Therefore, 

children must find their best direction of growth, and 

move in that direction to avoid wasting their energy.

Etienne Gernelle: It might have been quite late 

when you discovered your talents. You majored in 

architecture right? But you became successful anyway.

Ren: At that time, I lived in a remote, mountainous 

region. I had no idea what the wider world looked like, 

and no one gave me any advice on it. So I didn't have 

the chance to discover my talents when I was young. 

Now that the Internet is so developed, children have 

much broader horizons, and they should quickly discover 

their talents. Therefore, the information society has been 

a great catalyst for the progress of humanity.

Guillaume Grallet: Are there any writers or philosophers 

whose books really inspired you?

Ren: There are so many. Socrates, Plato, Confucius, 

Mencius, and many French philosophers.

Guillaume Grallet: Are there any inventors, scientists, 

or creators that you particularly admire?

Ren: I admire all of them. Their inventions, big or small, 

have all represented great contributions to humanity. We 

cannot use a scale to measure people's contribution to 

society. Just like rescue and disaster relief, some people 
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donate a lot of money, while others may donate just 

one dollar. It doesn't mean that those who have donated 

more are the greatest. Otherwise, the world would have 

never given Mother Teresa such amazing recognition. 

Therefore, when we evaluate a scientist, we should not 

use a scale to weigh their value. As long as a person has 

made a contribution to this society, then they are great. 

It is true that society will not always give you a medal. 

You could simply make one for yourself by engraving 

something on a radish, and then hold it to your chest. As 

long as you are happy, then that's enough. You have not 

only made a contribution to humanity, but also baptized 

your soul.

Etienne Gernelle: There are now numerous emerging 

technologies, such as 5G, AI, and quantum computing. 

Which technology interests you the most?

Ren: First, it depends on how these technologies can 

create value for the future of humanity. Second, Huawei 

has limited capabilities and cannot be interested in 

everything.

Etienne Gernelle: Huawei is playing a very important 

role in 5G, and there is no US rival to compete with 

Huawei in this regard. Do you think this moment is 
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similar to when the US found Russia was ahead of 
them?

Ren: Actually, we were aware of this issue years ago. A 
balanced world needs three pillars. If there were only 
China and Europe, the world would be unbalanced. 
In earlier years, we considered selling our business to 
Motorola. But when their new chairman took office, 
he dismissed this acquisition. Later on, we had plans to 
acquire Motorola, but this acquisition was rejected by 
the US government. Our aim was to create balance with 
three pillars. Now, there are only two pillars, which is 
unstable. This conflict will appear sooner or later.

Etienne Gernelle: What are the two pillars you just 
mentioned?

Ren: China and Europe

Etienne Gernelle: What do you mean by pillars?

Ren: Here, pillars means industries. This world needs 
to be shared. If the US does not take any share in this 
industry, it leads to imbalance, and the world becomes 
unstable.

Etienne Gernelle: Why does the US want to prevent 
the spread of Huawei's technology? Do they want to 
buy some time to develop their own new technology?

Ren: The wheel of time always runs forward. No one 
can stop it.
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Etienne Gernelle: It has been a tradition in Silicon 
Valley that a new king takes the stage after each 
transformation. IBM, Microsoft, Google, and Facebook 
have all been the king. When a new king comes to 
power, the old king steps down. Do you think Huawei 
has become the new king of the world for the first time?

Ren: I'm not a lion. I'm just a rabbit trying to find a 
corner to hide in. I can't find a corner right now, and I 
don't know what to do.

Etienne Gernelle: You don't look like a rabbit.

Ren: But I am much less like a lion.

Guillaume Grallet: Huawei was among the first 
companies to enter the African market. What do you 
think about future development in this continent?

Ren: Africa and Latin America are the two most recently 
developed regions. Most natural resources in Europe and 
Asia have already been developed, but natural resources 
in Africa are yet to be developed. I think we will see a 
new wave of development in Africa.

Guillaume Grallet: Do you have any particular interest 
for France? Are there any French architects that you 
particularly like?
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Ren: The building that houses our Beijing Executive 

Briefing Center was designed by Jean-Marie Charpentier, 

a French architect. This is the last building he designed.

Guillaume Grallet: You're a frequent visitor to France. 

Do you like French wine?

Ren: I'm not much for wine, but I do like mathematics in 

France. Ecole Normale Superieure is a top university for 

mathematics. In the future, we will continue to increase 

our investment in France.

Guillaume Grallet: In what fields will you invest?

Ren: Our investments will mainly focus on R&D.

Guillaume Grallet: Huawei now has five research 

centers in France, right?

Ren: We will have more and larger research centers 

there in the future.

Guillaume Grallet: Your France Rep Office now has 

about 1,000 employees. What will be your total 

workforce in France?

Ren: I'm not sure about the figure, but I am sure about 

one thing: The number of scientists we have will increase 

significantly. As we gradually move toward AI-enabled 

production, we will not see a significant increase in our 

workforce, but we will greatly increase our exploration 

into future new technologies.
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Guillaume Grallet: Some entrepreneurs in Silicon 

Valley say that their ambition is to change the world, 

but you always say that your ambition is to make your 

company survive. Do you think they overstate their 

ambition or you are being too humble?

Ren: If we were just 25 years old and we sat down for 

a cup of coffee, I would be as ambitious as them. Just 

imagine a guy was sketching a model on a napkin, and 

several others were talking about the structure. They 

were talking about starting their own business. This 

company later became known as Intel. Silicon Valley 

encourages restlessness, which fits well with young 

people. If they don't have passion or ambition, they 

wouldn't be able to succeed. I think I did the same when 

I was young. Now, I'm an old man. I have encountered 

many setbacks, and I now talk more sensibly.

Etienne Gernelle: Did you think about all this when 

you were back in Guizhou?

Ren: No. How could I have thought about this back 

then? When I was in Guizhou, all I thought about 

was getting out of my parents' control and studying 

in another province. When I heard that I could go to 

another province to study, I was so excited because I had 

never been out of our county before. I don't think it's a 

bad thing for young people to be restless. They could 
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source energy from each other. There could be one 

to ignite the fire, and the one who ignites the fire can 

hire the others. I think the restless spirit in Silicon Valley 

should be advocated.

Guillaume Grallet: You just said that in the era of AI, 

there may be less employment. Do you think everyone 

will still be able to get jobs in 10 to 20 years?

Ren: Let's take a look at an example. When we designed 

base stations in Africa in the past, an engineer could 

design at most 4 base stations a day. However, with 

the help of AI, an engineer is now able to design 1,200 

base stations a day. I once asked an engineer why the 

number was specifically 1,200. He said, "The contract 

contains only 1,200 base stations in total." This increase 

in productivity will help improve the quality of our lives.

With the help of AI, less people will be needed to 

create wealth. At the same time, more wealth will be 

created to support more people. If someone considers 

working to be necessary, they would study hard and 

then get a job. This will also promote the development 

of society. Income differences between people who work 

and who don't work will also be significant. If you visit 

our production lines, you will find that there are barely 

any workers.

35



131

Ren Zhengfei's Interview with Le Point

Guillaume Grallet: I think everybody would still like 

to work. But how could everyone get a job? Lifelong 

learning or minimum salary?

Ren: The fears we have about AI may be similar to the 

fears people had about textile machines in the past. 

When textile machines were first introduced, some 

people even tried to destroy them. We are facing a 

similar situation now. How can we adapt ourselves to 

new technologies in the future? I don't know. It's still an 

unsolved issue.

Guillaume Grallet: Could a good solution be to impose 

some restrictions on AI applications?

Ren: I don't know. Currently, AI is mainly used to 

improve productivity, and it is not used in any fields that 

involve emotion.

Guillaume Grallet: So you think some jobs can never 

be replaced by robots?

Ren: Yes, of course. There are many jobs that can't be 

replaced by AI. For example, AI can't taste coffee. If you 

were sick and felt bad, and a robot came in and gave 

you an injection without any emotion, wouldn't you feel 

cold? In such situations, humanity is needed, and the 

patient's experience matters.
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Guillaume Grallet: What do you think Huawei will 

become in 30 years?

Ren: I don't know whether Huawei will still exist in 30 

years, so I can't predict what will happen. If possible, 

I hope you can visit us and have another interview in 

three years.

Guillaume Grallet: If President Trump wanted to visit 

Huawei, would you welcome him?

Ren: Of course I would. We could discuss how the world 

should open and collaborate for shared success. Maybe 

this would change his mindset.

(Video interview)

Guillaume Grallet: President Trump said Huawei was 

an enemy of the US. How would you respond to that?

Ren: First, Huawei has been promoting happiness and 

prosperity for humanity. How could Huawei be an 

enemy? Over the past 30 years, we've been staying in 

the front line to serve humanity. Huawei can always 

be found anywhere at any time, be it in war-torn or 

disease-ridden regions, or during natural disasters like 

the nuclear leakage in Japan. How could Huawei be an 

enemy? President Trump's thoughts about Huawei could 

be wrong.
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Guillaume Grallet: What is Huawei's goal? Satisfying 
employees, governments, or the world?

Ren: We want to satisfy society and people, because 
our ultimate goal is to serve our customers. Who are 
our customers? 6.5 billion people, and possibly more in 
the future for more IoT connections. Therefore, we are 
committed to creating value for customers and ensuring 
we satisfy people's needs.

Guillaume Grallet: Does Huawei have any plans in 
France?

Ren: France is a country with a great investment 
environment. France is one of the most advanced 
countries in terms of math-related science and 
technology. This is largely attributed to Napoleon's 
national policies of focusing on mathematics several 
hundred years ago. The foundation of AI is mathematics. 
We will put more effort into the development of AI, and 
we will continue to increase our investments in France.

We've just experienced the impact of AI. Currently, 
Huawei's phone cameras are the best in the world. 
This should be attributed to the designs of French 
mathematicians. They helped us use math-related 
technologies to combine images. AI will develop in a 
wider range of areas and we need to attract an increasing 
number of excellent mathematicians to join us.
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Guillaume Grallet: What's your favorite proverb?

Ren: Collaboration for shared success.
40



135

Ren Zhengfei's Interview with CNBC

Ren Zhengfei's Interview with 
CNBC

June 19, 2019 Shenzhen, China



136

Ren Zhengfei's Interview with CNBC

Deirdre Bosa: Mr. Ren. Yesterday, President Trump 

tweeted that he had a conversation with your 

president, Xi Jinping. The US sees Huawei as being at 

the center of the trade war. How do you see it?

Ren: First, Huawei has virtually no presence in the US, 

so the trade relations between China and the US have 

nothing to do with us. Second, if we compare China and 

the US to two basketballs, Huawei is just like a small 

sesame seed stuck between them. There's no way we 

can buffer the relationship between these two countries. 

I believe the US is a country ruled by law. Ultimately, we 

will settle our issues with the US through the courts. We 

have confidence that the court will reach fair decisions.

Deirdre Bosa: As you said, you do not have much of a 

presence in the US. You don't want to be at the center 

of the trade war, but you have been caught in the 

middle. Do you have any hopes that when President 

Trump potentially meets with President Xi Jinping at 

the G20, Huawei will be a topic of conversation?

Ren: I don't think we are so important that these two 

great men would want to talk about us. This seems 

impractical to me.

Deirdre Bosa: That has been the case, though. 

President Trump spends a lot of time talking about 
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Huawei, as do other US officials.

Ren: It's because they are in good health and have 

energy to burn. They must have a lot to attend to. I 

feel grateful for their attention; they flatter us. We don't 

deserve such attention.

Deirdre Bosa: You may not think you deserve high 

attention, but the fact is that, in the US, a lot of 

politicians, President Trump included, spend a lot of 

time talking about Huawei, your company.

Ren: Maybe it's because we can't be beaten, no matter 

how hard they try. It is possible that we will survive for 

a long time. If they continue to care about us over the 

next few years, will they get tired out? We have been 

communicating with the US through different channels. 

The US is a country ruled by law. Legal proceedings 

are also a valid means of communication. Through this 

means, the US needs to present its evidence in court. We 

do as well, so that the court can decide whether we are 

right or wrong and to what extent we may be wrong. 

This is what really matters. I don't think we deserve to 

be treated as a bargaining chip in their negotiations, and 

I don't want to be a bargaining chip either.

Deirdre Bosa: You may not be willing, but it doesn't 

change the fact that President Trump has said you are 03
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a bargaining chip and the so-called attack has already 

affected your business. You said earlier this week that, 

it would hit your revenue by 30 billion US dollars.

Ren: The 30-billion-dollar decrease in our predicted sales 

is just a small thing for us. Our sales will still exceed 100 

billion US dollars this year. This has little impact on our 

business operations. We will mainly cut down on some 

non-core products, so the US sanctions won't have 

significant impact on us.

Deirdre Bosa: I think many people would call 30 billion 

US dollars a material impact. It's nearly third of your 

revenue last year. This affects your employees who are 

shareholders, does it not?

Ren: No. According to this year's plan, our revenue was 

expected to reach 135 billion US dollars. Even if our 

revenue does drop by 30 billion US dollars, we will still 

have 100 billion US dollars left. Our sales revenue is still 

growing. By May, we had grown a bit over 20%. We 

are just predicting a decrease in revenue over the next 

few months. We haven't actually seen any hard signs of 

such a decrease yet. As of yesterday, our financial report 

showed that our revenue was still growing. We are still 

not sure how things will turn out by the end of year. 

I think a revenue drop of 30 billion US dollars doesn't 

mean much to us. We can afford it. We are not a public 

company, so we don't care that much about revenue. 
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We care more about the actual quality of our own 
operations.

Deirdre Bosa: Okay, let's talk about the quality of the 
performance in your fastest growing business unit, 
your consumer business, your smartphone business. 
You said earlier this week that smartphone shipments 
had declined by 40%. How can your business continue 
to grow if your fastest growing unit is taking a hit from 
what's happening between China and the US, with the 
US putting an equipment ban on Huawei?

Ren: Our consumer business in China is not declining, 
though we previously saw a record decline of 40% in 
overseas markets. But it is now bouncing back, and its 
decline outside China is less than 20%. It is recovering 
rapidly. Throughout this year, our overall consumer 
business won't experience a huge decline like what we 
previously saw overseas.

For Huawei as a whole, our estimated revenue for 
2019 may decrease from 135 billion US dollars to 100 
billion US dollars, a figure equal to that seen in 2018. 
But our profits are higher than before, and they are 
growing faster than we could have imagined. This 
means we must increase our strategic investment. A 
recent financial briefing was finished within minutes. 
Now that our financial performance is better than I had 
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expected, what's the point of listening to these briefings?

Deirdre Bosa: You said profit isn't the most important 

thing to you. But what about your employees who are 

shareholders and are paid dividends based on profits 

that Huawei makes? How are they feeling? Are you 

talking to them?

Ren: Our employees are becoming more energetic and 

working harder than ever before. We will make every 

effort to win this "battle" of sanctions, and we know we 

have what it takes to win. So we are full of confidence. If 

you get a chance, you can talk to our employees about 

this.

Deirdre Bosa: Are you saying that your employees 

don't mind if profit decreases and their pay decreases?

Ren: Their salaries won't decrease. Huawei is completely 

able to pay all our employees, and we are refining our 

compensation structure. We have even fast-tracked the 

promotions of many employees who are performing 

well in these critical times, and given them pay rises. 

When it comes to long-term earnings, we need to look 

at our financial reports at the end of the year. They 

may be slightly lower than what we planned at the 

beginning of the year, but I think they will be better than 

I expected, because our profits are still very high. This 
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gives me assurance. Therefore, I have asked our finance 

team not to report to me, so that I can spend more time 

on our technology.

Deirdre Bosa: How would you characterize your 

relationship with Google? What happens if you lose 

access to Google's Android operating system?

Ren: I believe Google is a great company. We have 

great respect for them. Huawei and Google have always 

shared common interests. If our products don't use 

their Android operating system, Google could lose 700 

million to 800 million existing users. Their losses may be 

significant if the 200 million to 300 million new users 

that we are predicted to acquire each year cannot access 

the Android system. Our sales revenue will also drop by 

a certain degree in the short term, and we will have to 

bear these losses. This concerns our common interests. 

We will not replace the Android system without good 

reason. But if we have to take that step one day, we can 

still use our own operating system. Then our growth will 

recover.

Deirdre Bosa: Will your customers accept that? Already, 

in the Philippines, Huawei has said they would offer 

a full refund if their devices cannot run Google and 

Facebook apps. What if more customers demand this?
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Ren: There have been impacts in global markets, but 
these are not as significant as many imagined. Many 
of our new phone functions, such as photography, are 
independent of Google's operating system. The most 
important thing that Google offers us is its ecosystem, 
which is excellent.

Deirdre Bosa: How can you be certain if customers are 
already saying they don't want to use Huawei phones 
if they will not have the Android operating system? 
How can you be so certain of this?

Ren: The US is now the strongest country in the world. 
Though the US is launching a global campaign against 
Huawei, the number of our customers is still on the rise. 
This means our customers have stronger confidence in 
Huawei than the US government does. This campaign 
has not had much impact on us, which can be clearly 
seen in the statistical reports coming from various 
business lines. We are not feeling much pressure.

Deirdre Bosa: I'm sorry, Mr. Ren, my question was, 
how can you be certain that consumers will want to 
choose the Huawei operating system over the Android 
operating system? What makes you confident that this 
will not hurt your business more than it already has?

Ren: Things are already at their worst, so they cannot 
get any worse over time. We have over 80,000 R&D staff 
and invest 15 to 20 billion US dollars in R&D every year. 
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Can't we solve our problems in regards to survival and 
development? This is where our confidence comes from.

Deirdre Bosa: Mr. Ren, I'm sorry, but I'm going to 
ask you one more time. What makes you confident, 
though, that customers will be willing to use your 
operating system? Is it ready to roll out and what 
happens if, in mid-August, Google is no longer able to 
supply Huawei with the Android operating system?

Ren: I do not think anything will happen. The only thing 
that may happen is that while a certain number of 
customers may not choose Huawei, others will.

Deirdre Bosa: Okay, one strategy that you are pursuing 
in the US is stepping up licensing patents. Even that, 
though, is threatened now. Senator Marco Rubio is 
filing legislation that will prevent that. What do you 
think? What is going on in terms of your patenting 
business and your ability to make that for some of the 
shortfall distinguished now through that means?

Ren: The US is a country ruled by law and has the most 
patents in the world. Will its image be affected if the 
Senator's recommendation is approved by US Congress? 
That depends on how the world's 7.7 billion people view 
this matter. I have no say on that.
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Deirdre Bosa: I know that you have a lot of admiration 
for the US. You have talked about it in the past, yet you 
are also a student of history. You know that empires 
and countries, they can decline over time. What makes 
you have so much trust in the US right now and so 
much conviction that they will treat you fairly?

Ren: The US was an uncivilized country over two 
centuries ago. So how has it grown into the most 
powerful country within 200 years? The answer is 
openness. Talented people from around the world are 
willing to go to the US, where the legal, innovation, and 
property protection systems are mature. This has made 
the US what it is today. We have to learn from the US, 
so that we can grow stronger.

The US has a long history, and one little incident 
does not represent its entire history. Our respect for 
the US won't change just because of the setback we 
have met. Just like we won't hate our parents because 
they spanked us when we were young. This is because 
we have lived with our parents for decades, and they 
spanked us only for a couple of seconds. We won't break 
our ties with them over those few seconds. Similarly, the 
incumbent US government's attack against us will play a 
minor role in its long history. And we have no idea how 
the next US president will treat Huawei.
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Deirdre Bosa: You said in the past, though, that 
number one breeds complacency. The US has been 
the number one economy in the world. Does it risk 
becoming complacent? Is it complacent?

Ren: Perhaps. If it were not complacent, why is it falling 
behind others?

Deirdre Bosa: The metaphor that you just used, that 
Huawei is similar to a child being spanked by their 
parents in terms of their relationship with the United 
States. Is there a worry that the child could be hit too 
hard? Are you worried about Huawei's survival?

Ren: No. Adding Huawei to the US's Entity List will 
affect only our non-core products. What the US has 
done may lead us to cut some non-core businesses, but 
our globally leading products will not be impacted.

Deirdre Bosa: You said that Huawei will see a new life 
in 2021, when the pain from the US attacks will be 
over. How do you get there? Does that assume that 
the US export ban will be lifted?

Ren: We compare ourselves to a bullet-riddled Il-2 
plane. As serious as the damage may be, the plane's 
engine and fuel tank are still functioning. We can mend 
the holes as we fly. When they are all fixed, the plane 
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will be working as well as a normal one. We don't expect 
the US to lift their ban on us. Instead, we are repairing 
our plane so that it can continue to fly.

Deirdre Bosa: How are you preparing? Are you now 
developing your own chips as the ultimate goal to not 
rely on the US suppliers? How are you preparing to 
repair that airplane that you talked about?

Ren: We are always making preparations. If we 
don't want to die, we need to fix our problems and 
weaknesses. We must first find the biggest hole in the 
plane and fix it. After that, we will mend the smaller 
holes. After they are all fixed, we will be able to fly high 
in the sky.

Deirdre Bosa: Two years from now, are you still buying 
the same amount of components from the US?

Ren: We may be buying even more. US suppliers have 
contributed to Huawei's growth over the past years. 
If they're allowed to sell to us, we would have no 
conscience not to buy from them. We definitely want 
to buy from them. If the US doesn't allow them to sell 
to us, it won't be our fault. It is our hope that we can 
continue to buy from them. Now we are continuing 
to place orders to them. It is just that they need to get 
approval from Washington. If they can get approval, we 
will still buy from them; otherwise, we will have to find 
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other ways.

Deirdre Bosa: Are you able to find those other ways? 
Have you already put preparations in place? What are 
those?

Ren: Yes. We have to repair each of the hundreds of 
holes, so that the plane can return safely. See, this is 
the bullet-riddled plane I mentioned. Huawei is like this 
plane, as we are also seriously damaged. It is impossible 
for me to explain every detail of how we are doing it. 
If you are interested, you can interview some of our 
ground-level employees, and they will tell you how we 
do it. I myself am not a repairer. I welcome you to visit 
us in two years to see whether we are having a better 
time than we are today.

Deirdre Bosa: I would love to see that, but I'm very 
curious, and I still haven't received an answer or any 
strategy that really explains how you will get there. 
Will you depend on other overseas suppliers or start 
making the components yourself, which I know you 
already are, but to a greater degree?

Ren: These two approaches are both possible. But we 
will mainly rely on ourselves and focus on improving our 
own capabilities.

Deirdre Bosa: Are you hopeful that the trade talks 
between China and the US will be resolved?13
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Ren: We have nothing to do with the trade between 
China and the US, because we barely have any sales 
in the US. Trade between the two countries is a huge 
subject, and we don't know what they are negotiating. 
We only care about our own business. We hope that 
they don't mention us. We are not worth mentioning in 
their dialogues.

Deirdre Bosa: Have you spoken to President Trump or 
any US officials?

Ren: We've been communicating with the US government 
through the District Court for the Eastern District of New 
York and the Texas court. We think we'd better solve 
problems through the courts.

Deirdre Bosa: Let's imagine that it really was President 
Trump. Would you be willing to take a phone call from 
him?

Ren: Of course I would be willing to take the call. We 
could discuss potential collaboration for shared success. 
The information society will be huge, and we should 
work together to build that society. Everyone should 
contribute their own efforts. Huawei has only made 
some accomplishments within a very narrow scope. The 
US is still the most powerful country in many of the 
remaining areas. We should work together to build the 
information society. That's what I would like to say.

Deirdre Bosa: What would you tell him about national 
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security concerns regarding Huawei?

Ren: I would tell him that the atmosphere is only about 

1,000 kilometers thick, but the cloud of the information 

society will be several thousand kilometers thick. That 

will mean a huge market and numerous opportunities. 

It won't be a zero-sum game, and everyone will need 

to work together to build such a huge information 

society. Huawei is just a step ahead of others in the 

field of connectivity. The US has a wide range of strong 

capabilities, and can secure a large share in this huge 

cloud.

Deirdre Bosa: Have you spoken to the Chinese president 

or any other senior Chinese officials about Huawei's 

role in the trade war and these sorts of attacks that the 

business is facing?

Ren: How could I set up a meeting with them to discuss 

such specific issues? Huawei's issues are small issues to 

China as a whole. They are as small as a sesame seed to 

the US. I don't think they are worth discussing. We can 

solve these issues on our own. We believe in US law, and 

we can solve the issues between the US and ourselves 

through the law.

Deirdre Bosa: You have 180,000 employees. You are one 

of the biggest companies not only in China but also in 
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the world. Why would it be strange to talk to Chinese 

government officials when you are such an important 

company to China and the world?

Ren: We are capable of solving our own issues, and we 

are fully confident of this. Why should we ask others for 

help? The US released its sanctions list against Huawei 

a while ago now. However, nothing has changed in our 

company. If you tour around our company, you can see 

how our employees are doing, and that everything has 

been business as usual. You should visit our production 

lines, which are operating as usual. Therefore, we don't 

need help from anyone.

Deirdre Bosa: I didn't ask if you would ask for help. I 

asked if you would speak to Chinese officials. What 

happens to Huawei will affect the Chinese economy, 

will it not? Maybe not now, but it will if your business 

continues to decline. Your revenue is more than that of 

Alibaba and Tencent combined.

Ren: We are not under any pressure. We believe the 

attacks by the US government are a test for Huawei. 

If we can survive this, we will become stronger. In 

China, we say "rise from the ashes like a phoenix" and 

"from the ashes the phoenix is reborn". If we manage 

to survive the fire, we will become stronger. During 

this process, we will be able to identify outstanding 

employees and promote them faster. Those employees 
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who lag behind can choose to leave Huawei. In this way, 
our team will become stronger in three to five years. 
By then, we may have already put the difficulties we 
are facing behind us, laying a solid foundation for rapid 
development in the future.

Deirdre Bosa: You are saying that you do not talk to 
Chinese officials about Huawei's business?

Ren: That's correct. When a couple has two children and 
prefers one to the other, the child who is loved more 
often turns out to be mediocre, and the other, who gets 
less attention, usually ends up becoming outstanding. 
Why is that? The spoiled child is usually unmotivated to 
become better.

Huawei is like the other child. Throughout our 30-year 
history, we have relied on ourselves to grow. We have 
become very tough and are able to stand any pressure 
or attacks. In the current situation, we must continue 
relying on ourselves, get up off the ground, and forge 
ahead. I believe we will survive this. That's why we have 
compared Huawei to an aircraft riddled with bullet holes. 
We want our employees to fix those holes. We have no 
idea which exact hole each employee can fix, because all 
of our 180,000 employees are busy fixing holes.

Deirdre Bosa: If Huawei is a child though, and the 
Chinese government is the parent, the child would be 
talking to the parent, would it not? I find it hard to 
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believe that you don't discuss business with (Chinese 

government) officials. In the US, companies regularly 

talk to lawmakers.

Ren: US companies must abide by the law. It's perfectly 

normal for them to talk to the government. Regarding 

our relationships with the US, we can overcome the 

difficulties we are facing, and we don't need help from 

anyone to do this.

Deirdre Bosa: The export ban against Huawei is already 

having an effect on American companies that sell to 

you. We are seeing it in their forecasts for revenue 

and profits in the year ahead. Are they talking to US 

officials on Huawei's behalf? Are they trying to lift the 

export ban or at least get some exemptions?

Ren: I don't know whether US companies will be able to 

lift the ban or not. The US attacks on Huawei are hurting 

both Huawei and US companies. Our revenue will drop, 

and so will theirs. In fact, many of these US companies 

are public companies, and drops in revenue will have a 

bigger impact on them. Huawei is not a public company, 

and we don't have to take responsibility for drops in 

revenue. That's also one benefit of not going public.

Deirdre Bosa: Do you or your executives talk to 

executives at American companies, your suppliers?

15
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Ren: I think all our senior executives have reached a 

consensus on this. The attacks against us by the US 

government did not divide our senior management 

team. We are actively communicating with US suppliers, 

and continuing to request deliveries and place orders. 

We will not stop placing orders with US suppliers due to 

US restrictions. If the ban is lifted one day, how will they 

be able to ship products to us if we haven't placed orders 

with them? So we are still sending delivery requests. It's 

another issue that our US suppliers currently cannot 

deliver to us. We are trying to find a solution for that.

We still respect US companies, and we feel sorry for 

them. They have helped us in the past. Now they are 

also suffering, because of their partnerships with us. 

But what can I do? It was the US president who made 

this decision. There is nothing I can do to change the 

situation.

Deirdre Bosa: Are they advocating on Huawei's behalf?

Ren: I don't know about that.

Deirdre Bosa: Who has more to lose in the trade war: 

China or the US?

Ren: The trade war has nothing to do with me. How 

could I know whether the US or China has more to 

lose? We have virtually no sales in the US, so the tariffs 
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imposed by the US government have nothing to do 

with Huawei. We are not engaged in these affairs at 

all, and I don't care about the trade war between China 

and the US.

Deirdre Bosa: Mr. Ren, you are the CEO of a global 

company. You have business all over the world. Are 

you saying that you don't care about the outcome of 

the trade war?

Ren: No, I don't care.

Deirdre Bosa: Do you care about your ability to do 

business in the United States? Do you think that it's 

appropriate for US companies like Google, Facebook, 

and Twitter to be banned in China while you advocate 

access to the US market?

Ren: No, I don't care. I would guess we will not be able 

to do business in the US for a long period of time, so I 

don't care whether the US will let us into their market or 

not. Even if they open their market to us, we may not be 

able to do business there, because it takes a long time 

to build a system.

Whether it's the US banning Huawei or China 

banning other companies, these are actions taken 

by sovereign states. This has nothing to do with our 

company.

17
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Deirdre Bosa: You are not advocating for access to the 

US market?

Ren: No. It would only be a waste of resources.

Deirdre Bosa: Would it be a waste of your resources? 

Because you are putting a lot of resources into it. 

Again, you are sitting here with me. You have hired 

lobbyists. You employed executives to speak to 

American media on a regular basis. Why bother if you 

don't want access?

Ren: We have been investing resources to engage 

with the media not because we want to enter the 

US market, but because we want to dispel the many 

misunderstandings the US has about us. The US 

government is not just going against us within the US, it 

has been lobbying against us around the world. Pompeo 

has been flying worldwide for all kinds of meetings. And 

Huawei is one of the top three items on Trump's meeting 

agendas during his visits to other countries. So we also 

need some publicity in the US to exert some influence.

Deirdre Bosa: Do you care about your access to other 

markets like Europe and Australia that are now 

considering their relationships with you?

Ren: We have been engaging with European customers 

for 20 years and our customers there have great trust in 
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us. Europe has not rejected us up until now, so we will 
continue to provide better services to European people. 
This is a commitment we are not going to change.

Deirdre Bosa: How important is it for you to keep that 
access, and doesn't that depend on what the US does, as 
they put pressure on their allies to stop doing business 
with Huawei?

Ren: It hasn't affected us much, because our customers 
still trust us. If they still trust us under such high pressure, 
their trust in us will only increase when such pressure is 
relieved. What if we can't meet their demand then? I'm 
actually more concerned about this right now.

Deirdre Bosa: Mr. Ren, you are already losing customers 
across the world. Australia has banned Huawei 
equipment.

Ren: Australia has the right to make its own decisions. 
Why would I worry about this so much?

Deirdre Bosa: Europe is a big market and one of your 
most important markets. They are considering the 
same measures?

Ren: Not that I'm aware of. Europe still welcomes us.

Deirdre Bosa: Mr. Ren, for many years you didn't speak 
to the media. In the last six months, you have spoken 
to many media outlets. Why are you here sitting down 
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with me, a journalist from an American organization, 

if you don't care about the trade war, and you don't 

care about doing business in the US?

Ren: First, since last December, over 90% of the global 

media coverage on Huawei has been relatively negative, 

because the media didn't know the real situation. Our 

public relations department believes that we need to 

show the real Huawei to the world. Since I rarely spoke 

to the media, our PR people thought that the media 

might be a bit curious about me. So I started meeting 

and talking more with the media. Positive coverage now 

accounts for around 27%, and is slowly increasing to 

30%. This is helping people worldwide learn more about 

Huawei. I've spoken a lot over the past six months, and 

will probably speak more in the next six months. I hope 

these efforts can help the world understand us better.

Besides, I have enjoyed today's interview, because 

your questions are sharp. You don't dance around things, 

and I'm very sincere. I haven't avoided any of your 

questions. This way, we want to show the real Huawei 

to the American people. After all, they still don't know 

much about us. Many Americans have never been to 

China, and many of them have probably only seen films 

showing China as it was 100 years ago. They may think 

Chinese people are still very conservative, wearing their 

hair in long queues, like they did during the dynastic 
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period. Many American people don't know that China 

has made huge progress in the Internet age. The more I 

talk, the better people will know about the real Huawei.

Deirdre Bosa: You said you haven't avoided any of my 

questions. With all due respect, I disagree. You have 

avoided some of my questions, such as what is your 

strategy for the export ban that is already hurting your 

business?

Ren: I think I have answered your questions. We don't 

rely on chips from the US. We have developed our own 

chips and our own operating system, and we will continue 

to mature as time goes on.

Deirdre Bosa: You didn't tell me what makes you 

optimistic that your customers around the world 

will accept your operating system, not the Android 

operating system.

Ren: In reality, we haven't seen a drop in our total 

orders worldwide. Most of our orders are for networking 

equipment, and that's our major product. We have 

barely seen a drop there. There has been a lot news 

about countries saying they are launching their 5G 

networks. Many of them are using Huawei's equipment.

I think only our consumer business has felt some of 

the impact. But our consumer business is a peripheral 

business; it's not our major business. Because of this, 
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I don't think it's a big deal that this business has been 
affected a little bit.

Deirdre Bosa: The consumer business is not the most 
major business of Huawei? I've seen your financial 
results. It's the fastest growing and the biggest 
part of Huawei. And you said earlier this week that 
smartphone shipments have declined 40% in the last 
month.

Ren: Then why is the US attacking our 5G, rather than 
our consumer business? Because we are a leader in 5G, 
and 5G is networking equipment, not devices. I think what 
really matters is our position in the international market 
for networking equipment. Our consumer business 
outside China has been affected a little bit, but our 
consumer business in China is actually growing. Overall, 
there is not a big drop, and I don't think it's a big deal.

Deirdre Bosa: Mr. Ren, I know that transparency is very 
important to you. That's why you are sitting down 
with me and other members of the media. Why does 
Huawei continue to be a private company? Have you 
considered becoming a public company?

Ren: Would Huawei survive if it were a public company 
today? Our share price would have fluctuated or even 
plummeted, causing the company to collapse. As we are 
a private company, we will not see a big impact even if 
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our revenue drops by tens of billions of US dollars. We 
will still be able to pursue our ideals.

In this way, I think being a private company works 
better for us than being a public company. Public 
companies mainly focus on short-term interests and 
their current financial results, and they dare not make 
long-term investments. But we are different. We can 
invest in things that are 10 or even 20 years away. This 
will enable us to stay far ahead of others, rather than 
just take the narrow lead that we have today in 5G. 
These are the benefits we enjoy as a private company.

Deirdre Bosa: Mr. Ren, companies much bigger than 
yours have not only survived hard times but survived 
as public companies. And Huawei has a transparency 
issue in the US. So, I'm not sure I understand your 
argument as to why you wouldn't become a public 
company. And talking about R&D, there are also 
companies bigger than yours that are public and they 
spend just as much, if not more, on R&D.

Ren: Then they should have done better than us, right? 
But why does the US attack our 5G?

Deirdre Bosa: Let me give an example. Facebook in 
the United States is under attack, but their share price 
has continued to grow as they adjust their business. So 
why would being a public company prevent Huawei's 
survival?



161

Ren Zhengfei's Interview with CNBC

Ren: First, I want to say we fight for our ideals. If we 

were a public company, many employees would sell 

their shares and leave the company under today's 

circumstances. But now, our employees are more united 

and work even harder. This is how we are overcoming 

these difficulties. I think this is the benefit for not going 

public.

Second, public companies are very rich. We are the 

poorest tech company. Despite that, we are the world's 

fifth largest investor in scientific research. We will 

further increase our investment in this regard, despite 

some financial difficulties that we are facing today. Our 

business might shrink a little bit, but we will not reduce 

our investment in scientific research during hard times. 

We will continue to invest 15 to 20 billion US dollars into 

scientific research each year.

Deirdre Bosa: A lot of Huawei's current problems 

stem from issues with trust and transparency, and 

skepticism that Huawei operates separately from the 

Chinese government. Have you considered creating an 

autonomous subsidiary outside of China that would be 

beyond the reach of Chinese law?

Ren: No.

Deirdre Bosa: If not, how can you change the 
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perception that Huawei is an extension of the Chinese 

state?

Ren: Who can unify the thinking of 7.7 billion people 

around the world? People think differently. As long 

as our customers understand us, then that's enough. 

We don't need to take additional measures to make 

everyone understand us. It doesn't matter if some 

people don't. History will prove what kind of company 

we are. It has already done so over the past 30 years. If 

we can survive in the next 30 years, history will further 

support us. Why do we have to prove ourselves by going 

public? 

Deirdre Bosa: I'm not asking about being listed. I'm 

talking about creating an autonomous subsidiary 

outside of China if that would help your business if 

it continued to suffer around the world, and if that 

prevented the 30-billion-dollar hit to revenue. Would 

you consider creating an autonomous subsidiary 

outside of China if it would help your business and 

ensure Huawei's survival?

Ren: 30 billion US dollars is not a big deal. We don't 

have to change our overall operating mechanism. We 

will prove to people around the world that Huawei is 

a good company. We want customers to find this out 

through their own experiences. We don't need politicians 

who know little about technology to understand us.
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Deirdre Bosa: So, under no circumstances would you 
consider creating an autonomous subsidiary outside of 
China, under no circumstance whatsoever?

Ren: We have subsidiaries in more than 100 countries. 
They are independent. They were not set up to prove 
ourselves to politicians, but to ensure compliance. We 
are committed to abiding by the laws of the countries 
where we operate, as well as UN resolutions and 
international laws.

Deirdre Bosa: I want to ask you about your daughter, 
Meng Wangzhou, being held in her own home in 
Canada, awaiting her extradition trial. While this 
is certainly an undesirable position, she does have 
access to her home, to visitors, and to her lawyers. The 
Canadians detained in China are not getting the same 
treatment and from Canada's point of view, they are 
being treated unfairly. Do you think that's appropriate?

Ren: First of all, my daughter is not guilty. She didn't 
commit a crime. The Skycom business in Iran was clearly 
understood by the bank throughout the entire process. 
We exchanged emails, and each email included the 
bank's logo. They knew about the company and the 
transaction settlement. My daughter just said something 
over a cup of coffee with them in a café. This has 
somehow now become significant evidence of a crime. 
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My daughter's issue can be clarified and resolved, as 

long as the court discloses the evidence. The District 

Court for the Eastern District of New York can ask the 

prosecutors any questions they need to, and our lawyers 

can also ask them questions, then both sides can present 

their evidence. The truth will then be revealed. As I said, 

the bank knew about the transactions from beginning to 

end. How can something my daughter said over a cup 

of coffee become evidence of a crime? But we believe 

that the US and Canadian judicial systems are open and 

transparent, and we believe that this issue will be solved 

eventually. So we are waiting patiently for a resolution, 

and I don't feel too aggrieved.

Deirdre Bosa: You believe the system is open 

and transparent in Canada. But do you think it's 

appropriate that she is in her own home with access to 

visitors and lawyers, while those Canadians detained 

in China are not receiving the same treatment? Do you 

think that's appropriate?

Ren: That's an issue between countries. I'm focusing 

all my attention on repairing our aircraft, and checking 

which parts are riddled with bullets and might need 

patches. Currently, I don't even have time to worry about 

my daughter, so how could I possibly care about other 

things? The issue you brought up will be settled through 

negotiations between governments.
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Deirdre Bosa: Mr. Ren, thank you very much for being 
candid and taking this interview.

Ren: I believe we will have the opportunity to meet 
again. And I hope that when we meet next time, our 
aircraft has been repaired and it is still flying. Then you 
will be welcome to visit us again.
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James Kynge: We have all seen a very famous photo 
recently, an Il-2 aircraft from World War II. I heard that 
you like this photo very much. Could you share with 
us why you like it? Do you think the aircraft is akin 
to your situation? Is Huawei facing many challenges 
today, just like this aircraft?

Ren: I stumbled upon this photo when I surfed on 
wukong.com one night. The website said that this 
aircraft managed to make its way home. I felt that it 
was quite like us – we are riddled with bullets from the 
US. We had prepared a bit for this, but we didn't expect 
the US government would be so committed to attacking 
Huawei from so many fronts. The US government has 
launched precise and systematic "strikes" against us. 
We didn't anticipate they would be so strong and all 
their industries would be so united. They even leveraged 
the media, academic institutions, and standards 
organizations to push us into a corner. Their "strikes" 
have hit more than a little software or a few chips, and 
have left us with several thousand "holes".

That aircraft is quite a bit like us. It has unshakable 
resolve to fly home. So I downloaded it from the website. 
I was trying to find a clearer photo of it, but I failed.

James Kynge: I heard you said last week that you 
protect your core parts only, like your engine and fuel 
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tank, and aren't prepared to protect non-core parts. 
Which businesses do you want to give up on?

Ren: First of all, Huawei does not have enough energy 
to defend from all sides at once. This is impossible. 
To lead the world, we need to develop some cutting-
edge parts, and build systems based on these core 
competencies. We compare these core parts to the 
engine and fuel tank of the bullet-riddled aircraft. We 
have worked hard for over 10 years, so we can make 
it. We won't collapse. We wouldn't be able to make 
it home if the fuel tank were hit, because the engine 
couldn't run without fuel. We couldn't fly back if the 
engine were struck either, even with a full fuel tank. But 
if the wings were struck with several "holes", we could 
make our way back, though we may need to slow down.

We believe the US is cracking down on our network 
connectivity business and 5G is just a small part of that 
business. This business is fully prepared, so impact on 
this business will be minimal. We didn't expect that our 
consumer business would suffer more. Though there is 
more impact on it than we see in connectivity, we are 
gradually regaining customer trust. Some of our non-
core product lines have been shut down in recent years 
and their employees have been transferred to our core 
businesses.
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James Kynge: The US has added Huawei to its Entity 

List recently. How will Huawei address this difficulty 

and challenge?

Ren: I don't think we will collapse because of this. I 

am sure of this. We are repairing the aircraft while 

continuing to fly on. Of course, some of the "holes" 

that we are fixing are quite large, while some others are 

small. Ultimately, we will get all of them fixed over time. 

After that, we will be able to survive and thrive.

James Kynge: Which big holes should be fixed?

Ren: Holes are everywhere.

James Kynge: Is it chips?

Ren: We don't have too many problems with chips, as 

we can create most of what we need. But we haven't 

got prepared as much for some other components as 

we didn't think they had much technical content. But a 

machine won't work if a component is missing.

We don't have big problems with our hardware. But 

there is some impact on our software systems. I think 

the world has an extremely rich reserve of software 

talent. The software business is booming in every 

country, including China. We at Huawei also have strong 

software capabilities, mainly in embedded operating 

systems for hardware. We are the strongest in the 

world in this regard. But we may not be that strong 
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in software-defined networks, which require a macro 
architecture for networking. Even if they continue to cut 
off our supply of these things, we will be able to get the 
"holes" fixed and catch up.

James Kynge: Do you think you can buy US chips from 
Chinese companies that have imported them from 
the US?

Ren: This goes against the spirit of the Entity List, which, 
in essence, bars any sale of US components to Huawei.

James Kynge: How could they possibly find out?

Ren: For the past one or two decades, the US has often 
run unannounced inspections on our equipment. They 
could enter a few lines of code, and the results would 
show whether the equipment contained US components 
and whether it was installed where Huawei promised 
it would be. If some equipment ever went missing and 
wasn't installed where we promised it would be, they 
would beat us to death. There is no way we could buy 
US components from other channels. If they sold to us, 
other companies would be under US investigation, too.

James Kynge: As a result of the US Entity List, when 
will you experience the biggest adjustment? Is it in 
three months, six months, or something else?

Ren: We've been making adjustments for years. Our 
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overall business hasn't been affected much because we 

have already developed capabilities in chips, which are 

the most advanced and important part of our business. 

For smaller components, we can research and develop 

them rapidly. We can also use Chinese components as 

alternatives.

If the US opens up to us, we can use their hardware 

and software to make extremely cutting-edge systems. 

But if we aren't allowed to use US components, we 

are very confident in our ability to use components 

made in China and other countries to make industry-

leading integrated systems, because we have world-class 

capabilities in this regard.

James Kynge: Do you mean that Huawei will not stop 

the production of any products despite the US Entity 

List?

Ren: We will stop making some non-core products. But 

we won't do that in our core businesses because our 

world-class, major products don't rely on US suppliers.

Yuan Yang: Which products will be ceased?

Ren: In 5G, optical transmission, core networks, and 

access networks, we are immune to US impact. Our 

optical systems are well ahead of others in the global 

market, and we don't need any help from the US in this 

respect. In 5G, we are at least two to three years ahead 



172

Ren Zhengfei's Interview with the Financial Times

of others in the global market, and we also don't need 

any US components in this respect.

In terms of core networks, there might be some 

impact on our servers, but other parts of the business 

will not be affected. Our TaiShan servers boast quite 

powerful performance, and they will soon be mass-

produced to support our core network business. 

According to the Entity List, we cannot use the US's x86 

servers, so we are facing temporary challenges in the 

public cloud market.

James Kynge: It's said that you have developed a new 

operating system called Hongmeng. Do you think 

Huawei is able to roll out an operating system that 

can replace Google's Android system?

Ren: First, the Hongmeng OS was not made for mobile 

phones, but for IoT applications such as autonomous 

driving and industrial automation. The OS ensures 

precise low latency, down to 5 milliseconds or even sub-

milliseconds.

Second, we hope to continue using the globally 

accessible, open operating system and ecosystem for our 

mobile phones. But if the US restricts our access, we will 

develop our own operating system. What's most critical 

to an OS is its ecosystem. It takes two to three years to 
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build a robust ecosystem.

We are confident that we can rely on the Chinese 
market to build a global ecosystem. First, China has a 
huge market of apps. Compared to all other types of 
Internet software, our OS delivers extremely low latency. 
If some people can effectively develop low-latency 
applications with our OS, they will choose Huawei for 
some of their business. Second, many Chinese content 
service providers who are eager to go overseas have 
failed. Embedded in our OS, they will be able to expand 
overseas.

James Kynge: What production apps are included?

Ren: Just now I was talking about our system for phones. 
We have another system for production. Our production 
system is, if I may say, leading the world.

While our phones may have weaknesses in the 
ecosystem and apps, they are strong in many other 
areas. For example, our smartphones are the world's 
leader in photography, all-scenario services, and AI, 
thanks to our mathematical capabilities. Huawei has 
several hundred mathematicians and several hundred 
physicists. They shouldn't be likened to Leonhard Euler, 
though we indeed have an Euler Lab. We do not call 
them "Eulers" or "Turings"; we call them mathematicians. 
There isn't just one mathematician. There are tens of 
millions of mathematicians in the world. Huawei needs 



174

Ren Zhengfei's Interview with the Financial Times

a huge number of mathematicians, physicists, chemists, 

and neurologists. Their achievements will come out on 

top, and there will be demand for them.

After Huawei was added to the Entity List, our 

consumer business saw a huge decline outside China. 

But it has gradually recovered and is now close to its 

original numbers. Sales in China have soared. Some 

Chinese people are even buying Huawei phones because 

they feel bad for us. I once said, "Buying Huawei phones 

is not a patriotic act." People can buy our product if they 

like it, but if they don't like it, then they'd better not buy.

Young ladies in China are fond of taking photos of 

themselves. Huawei has the world's best photography 

technology because we have put a huge team of 

mathematicians into this area. Good photography does 

not rely on camera lenses. A human eye is composed 

of several hundred million "camera lenses" and thus 

sees images pretty crisply. Cameras are nowhere near 

the human eye. Our mathematicians use mathematical 

methods to convert incoming light rays through tens of 

thousands, or even hundreds of thousands, of camera 

lenses into electrical signals that make up an image. This 

mathematically calculated image looks pretty real.

Huawei is a world leader in these domains. As of 

May 30, we had sold more than 100 million phones. 

That means we reached our goal of 100 million 
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units 50 days earlier than we did last year. Of course, 
good performance in the first half of the year doesn't 
guarantee good results in the second half, because 
our growth was fast before the US added Huawei 
to its Entity List. When the blow came in May, we 
continued growing over the next two months due to the 
momentum we'd built up previously. We will scale down 
some of our businesses for the rest of the year and there 
will be a moderate decline in our phone sales.

James Kynge: Do you mean that because of the Entity 
List, China, especially Huawei's business, has to be 
localized? Will your imports decrease in the next two 
to three years?

Ren: Our imports will remain diversified, and we 
will still buy from the US if they allow us to do so. 
US component suppliers are also seeking approval 
from Washington to sell components to us. Once this 
approval is granted, we will continue buying components 
from them in large quantities. But we are also looking 
for alternatives at the same time. We are developing our 
own components and we have strong expertise in doing 
so, which will enable us to survive.

James Kynge: What are Huawei's advantages over 
Nokia and Ericsson in the 5G market, especially in the 
international 5G market? Are Huawei's advantages in 
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price or technology? If your prices are cheaper than 
theirs, could you tell us how much cheaper?

Ren: Our 5G equipment is much more expensive 
than that of Ericsson and Nokia. For the same type 
of equipment, ours can deliver far more value to our 
customers and is thus more expensive. If our products 
were too cheap, we may have pushed some other 
vendors out of the market. So we insist on selling 
products at higher prices, like Apple, so that we can 
make more money. If we distribute this money to 
our employees and shareholders, they may become 
complacent. So we choose to spend a large portion of 
this money on research and development, and donate a 
portion of this to universities to support the research of 
professors. In this regard, we adopt principles similar to 
how investment works according to the US Bayh-Dole 
Act , where universities own research results that they 
have achieved using federal funding.

Likewise, we fund university research and don't seek 
to own the research results of universities. This helps us 
stay far ahead of others in terms of theory. Even during 
our hardest times, our annual R&D spending will not fall 
below 15 to 20 billion US dollars.

We have the aspiration and motivation to move 
forward, and we will surely achieve our expected results.
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James Kynge: I heard that you have won 46 5G 

contracts from countries other than China and shipped 

150,000 base stations. Is that true?

Ren: Actually we have won 50 5G contracts and shipped 

150,000 base stations.

James Kynge: How many 5G contracts do you expect 

to win from markets outside China for this whole year?

Ren: Most customers outside China will choose 

Huawei's 5G, because we provide the most advanced 

5G equipment with the highest practical value. We've 

worked with our customers for over 20 years, and they 

won't abandon Huawei just because of a few things 

others say about us.

James Kynge: How many out of the 140-plus countries 

in the world will use Huawei's 5G system?

Ren: About 135 or 136 countries. The US and Australia 

certainly won't choose us. Most European customers 

will, however.

James Kynge: How about the UK?

Ren: The UK will, too.

James Kynge: I heard that the UK is now reviewing the 

source code of Huawei's systems.

Ren: The UK is reviewing our source code out of their 

07

08



178

Ren Zhengfei's Interview with the Financial Times

concern for us, because no system is perfect. The UK 
has simply pointed out our problems and vulnerabilities 
concerning security during their reviews. We are both 
working to ensure security. The UK is not rejecting us; it's 
telling us that our systems have vulnerabilities. They just 
don't use fancy words to solve problems. Huawei has 
been subject to the most stringent reviews in the UK, 
and is thus deemed the most trustworthy by them.

James Kynge: Will this cost Huawei a lot? What is the 
estimated cost?

Ren: It will, of course, cost a lot of money, but I don't 
know the exact figure. There must be a consistent 
standard for cyber security to avoid discrepancies 
between countries and companies. Europe has proposed 
to develop a consistent cyber security standard, and has 
released its privacy protection standards – the GDPR, 
which we strictly abide by.

This will require us to re-architect and re-develop 
networks, and make changes to network architecture 
and code. It will take about five years to re-architect 
all products, which means a lot of effort across the 
company. However, the new network and product 
architecture will be the most simplified, the most secure, 
and the cheapest for future networks, and comply with 
the GDPR at least.

Before Huawei was added to the Entity List, we had 
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planned to increase our revenue to 250–300 billion 
US dollars in 2023. However, due to the impact of the 
Entity List, our projected revenue for the next two years 
may decrease. But this revenue may then leapfrog in 
the following three years, or even hit the target we 
previously set.

James Kynge: Do you think Huawei will get the largest 
share of the Chinese 5G market?

Ren: We will certainly have a larger share in the Chinese 
market, because all of the Chinese carriers know us well. 
During recent bidding for the core network launched by 
China Mobile, about 44% of the market share went to 
Ericsson and Nokia, while we got a little over 50%. The 
West is most concerned about the core network when it 
comes to cyber security. China is open in this area, so it 
allows Western companies to have such a large market 
share in the core network. This also shows that China 
trusts them.

The UK has made the right decision to allow 
Huawei equipment to be used in its networks, except 
for the core networks. 5G base stations are truly 
transparent. Information packages are not opened 
while being transmitted, and they are not opened on 
the access network. They aren't opened and processed 
until they arrive at the core network. Therefore, it is 
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understandable that the UK proposes not to use Huawei 

equipment for its core network because they think this 

ensures better security. However, not using Huawei's 

core network equipment could also mean being left 

behind, because Huawei's core network equipment is the 

best in the world. There will be more foreign customers 

willing to buy our core network equipment in order to 

stay competitive.

China has not allowed a monopoly in the core 

network market. It has allowed 44% of the market share 

to go to Nokia and Ericsson. We won't attempt to snatch 

up too much of the 5G market share. Otherwise, we will 

be squeezing other companies into a very limited space.

James Kynge: People think that China will be a huge 

5G market. Can you predict how large it will be in 

around two or five years?

Ren: It's hard for me to make a prediction about the 

Chinese market alone. I have never thought about sizing 

up the Chinese market alone. I think the whole world 

will need at least 12 million 5G base stations, which 

means the market potential is huge. I'm very optimistic 

about the future 5G market.

James Kynge: Does Huawei receive any preferential 

treatment in the domestic 5G market?

Ren: No.
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James Kynge: Huawei is a leading company not only 

in China, but also worldwide, so does it deserve to be 

treated preferentially in China?

Ren: China is a market economy. How can there be 

any preferential treatment in a market economy? The 

Middle East is rich, so it makes sense to sell at higher 

prices there. In Europe, prices are quite high as well, 

which also makes sense. Our phones sell at higher prices 

in countries outside of China.

Yang Yuan: The 50% of market share you mentioned 

was for the core network. What if we also consider 

base stations and other equipment?

Ren: China has just started the 5G bidding process, and 

I'm not sure about our market share in base stations. It is 

likely that this is also higher than that of other companies.

James Kynge: Let's talk a bit about President Trump. If 

he gave you a call, would you pick up the phone?

Ren: He is very busy. Would he be able to make the 

time to call me? I don't think this is realistic.

James Kynge: If he was willing to do so, would you 

answer the phone?

Ren: I don't understand English anyway.

James Kynge: Interpretation could solve that.

10
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Ren: Interpreters don't know much about politics, 

while I specialize in electronics. We might speak 

different languages. So there may be some difficulties 

communicating with each other.

James Kynge: If Trump called and you answered, what 

would you say to him? How do you think the dispute 

between the US and China, particularly the dispute 

regarding Huawei, could be resolved?

Ren: First, he is somebody, and I am nobody really. 

How could I possibly meet him? Second, I am busy 

patching holes and may not have time to meet him. 

Third, the trade issue is a national issue that is related 

to the livelihoods of hundreds of millions of people. 

Why should we get involved and ask people to sacrifice 

their interests to save Huawei? If China negotiated in 

Huawei's favor, it would have to make concessions in 

other areas to benefit the US. I don't think our country 

should do this. It's fine if we are attacked. We get less 

money and work harder, which will toughen us up.

James Kynge: We all know that the US government 

has caused a lot of trouble for Huawei. Do you think 

the Chinese government will continue to restrict US 

companies that do business in China?

Ren: In fact, the US is helping us in a great way by 

11
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giving us these difficulties. Under the external pressure, 

we have become more united than ever. The greater 

the pressure we face, the more resilient we will become. 

That's how steel is made, through thousands of strikes. 

We are currently a little bit "fat" as a company because 

we have been expanding without being tested by many 

hardships over the past 30 years. These attacks against 

us will force our organization to become more solid, and 

our people to become tougher and stronger-willed. This 

is good for our future development. We are not afraid of 

such attacks.

However, I don't think China will retaliate against 

US companies because only by staying open will China 

have a future. The current situation is that the US is not 

selling its advanced products to China, not that China is 

not buying American products.

If China refused to buy from advanced US companies, 

wouldn't China cause itself to be left behind? Strategically 

speaking, China will only become more open, not more 

closed. This is how I understand it from the speeches 

delivered by China's leaders on television. China will 

only become increasingly open, especially in the 

manufacturing sector. In the past, joint ventures were 

mandatory in the manufacturing sector. Now we can see 

more and more solely-foreign-owned companies in this 

sector. They use their own technology, make their own 
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products, and sell these products on their own. During 

this process, China is acting as a platform.

The 200-year history of the US shows why being 

open is the right way forward. More than 200 years ago, 

the US was an untamed land of wilderness. Over the 

past 200 years, it kept opening up, attracting talent in 

great numbers, and extensively optimizing its systems. 

These factors are what made the US the most powerful 

country in the world. China needs to learn from the 

openness of the US.

James Kynge: Let's discuss the trade war between the 

US and China. Are you willing to see Huawei included 

in the trade agreement? Is that possible?

Ren: There is no benefit to us if we are included in the 

trade negotiations. We barely have any sales in the US. 

If these two countries were two large balls, Huawei is 

just a sesame seed smashed between them. Oil can be 

squeezed from a sesame seed, but where would the oil 

flow to? We don't benefit from the US, so why should 

we participate in the discussions between the two 

countries? We are still focusing on patching our "holes". 

We don't have enough time or energy to study global 

trade relations.

James Kynge: Is it possible that the US will remove 

12
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Huawei from the Entity List and allow US companies 

to continue to export to Huawei?

Ren: Of course I hope the US will do this. There is no 

reason to add Huawei to the Entity List. If we are guilty 

of something, we should be put on trial. However, they 

have never provided any evidence, and passed judgment 

without any debates or trials. What the US government 

did is unfair. In this case, how could the world believe 

that the US is a country ruled by law? I think they should 

remove Huawei from the Entity List. But even if they 

don't, we are not afraid of what we may face. This will 

only make us stronger.

James Kynge: It is said that HSBC is cooperating with 

the US government, which may be causing many 

difficulties for Huawei. What do you think about 

Huawei's partnership with HSBC in the future?

Ren: First, HSBC ended its partnership with Huawei 

quite a long time ago.

Second, there isn't any proof that Meng Wanzhou 

committed any crime. The bank knew about Skycom's 

business in Iran from the beginning and also understood 

Skycom's relationship with Huawei. This can be proven 

by emails between the bank and Huawei, which have 

the bank's logo on them. From a legal perspective, they 

13
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can't claim they were deceived or knew nothing, because 
we have evidence.

Meng Wanzhou just casually said something over 
a cup of coffee, which can't be evidence of a crime. 
Throughout years of business dealings with Iran, Meng 
Wanzhou was simply part of one discussion in a café. 
This cannot be the basis for accusations of a crime. The 
US court should investigate the reporters. They have 
accused Meng Wanzhou of crimes, but what are these 
charges based on?

Under the current circumstance, we need to clarify 
the facts related to this case and present all the 
evidence. In addition, Meng Wanzhou hasn't committed 
any crimes in Canada, so Canada has violated its own 
law enforcement procedures. Canada is a country ruled 
by law. They should stop infringing on an individual's 
constitutional rights by taking the US's side. The 
country's image could be severely damaged if people 
stop believing that Canada is a country ruled by law.

We trust the Western rule of law, which is based on 
facts and evidence. Only with facts and evidence can we 
judge whether someone is guilty. This issue won't impact 
our partnerships with other banks. When this issue is 
clarified, we still need to seek further collaborations in 
the future. Finance is already a globalized system.

Sue-Lin Wong: Has HSBC provided any explanation 
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regarding the end of their partnership with you?

Ren: HSBC ended its partnership with us and stopped 

all transactions. It's HSBC that called a stop to this, not 

us. They didn't explain and simply stopped providing 

services to us. We will partner with other banks.

Sue-Lin Wong: Do you think you have been treated 

fairly? If these issues are properly addressed, will you 

continue to partner with HSBC?

Ren: The world is never fair. It's all about whether you 

are strong enough or not. We have the strength to 

resolve these issues, so we don't care about how we 

are treated. Now is not the appropriate time to discuss 

partnerships. The most important thing to do right now 

is to complete these legal proceedings.

James Kynge: Ms. Meng's case has been going on for 

a long time. What do you think the next step will be? 

Should the US speed up to resolve this issue?

Ren: Meng Wanzhou is innocent from all legal 

perspectives. She shouldn't be extradited to the US. 

First, this case is based on groundless charges. Second, 

Canada detained Meng Wanzhou based on the direction 

of the FBI. They severely infringed upon her basic rights 

multiple times. Third, the arrest of Meng Wanzhou is an 

affront to double criminality, a foundational principle 

of Canadian extradition law, because Canada does not 
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impose financial sanctions on Iran. Fourth, the political 
factors affecting the extradition procedures will impair 
the fairness of this case and also infringe on the legal 
rights of Meng Wanzhou.

Saying we haven't communicated with the US 
government is just not true. We have sued the US 
government in several US district courts. This is how 
we communicate with them, through courts and with 
evidence. Decisions cannot be made over a cup of 
coffee. If that was the case, you couldn't say the country 
is ruled by law.

James Kynge: As the father of Ms. Meng, do you have 
the opportunity to speak with her over the phone? 
What do you say to comfort her?

Ren: She's studying every day, and I frequently talk 
to her about various topics. She doesn't need me to 
comfort her because she's a very strong woman. The 
US is wrongfully holding her. They thought they would 
easily get the evidence they needed by arresting her.

Sue-Lin Wong: What is Ms. Meng studying?

Ren: She is studying many things, but I don't know what 
subjects she is studying in particular.

James Kynge: It is reported that the US attacked 
Huawei in 2013, and Mr. Guo Ping also said the US 14
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hacked Huawei's system and stole emails and source 
code. Did you ever analyze that issue or how much 
harm was caused to your company?

Ren: Back then, when developing our own IT systems, 
we decided to use American bricks to build our own 
Great Wall. This Great Wall was not built to defend 
against the US government, the Chinese government, 
or any other government in the world. If they just have 
a look at our systems, that would not do any harm. We 
only use our Great Wall to prevent malicious competitors 
from stealing our trade secrets. If we had wanted this 
wall to defend against every government, it would have 
been extremely thick and very costly.

We don't have anything that is worth the US government 
hacking. Our company doesn't do bad things. If they 
find any issues and let us know, we will make corrections 
so that our systems become stronger. So we are not 
worried that the US government may get anything from 
our servers.

James Kynge: Some people from the White House 
have claimed that Huawei has ties to the People's 
Liberation Army and China's Ministry of State Security. 
Some even said that Madam Sun used to work in the 
Ministry of State Security. What's your response to 
these allegations?

15
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Ren: In the US, many people who worked in the military 
later worked in companies and even held very senior 
positions in them. Such things are more common in 
the US than in China. It's true that I was once a soldier, 
but that does not mean that Huawei has ties to the 
military. Madam Sun worked as a technician in China's 
Ministry of State Security, responsible for installing 
200-line switches, but she has no other background. 
Otherwise, she would not have quit her job. After China 
implemented the reform and opening-up policy, many 
people left their public service jobs and started their own 
businesses.

Huawei has no relationship with China's military 
or Ministry of State Security. Our relationship with the 
Chinese government is very simple: We abide by the law 
and pay taxes in accordance with the law. We have no 
other relationship beyond that.

Huawei is a completely independent company. If 
our success was due to ties we had to the Chinese 
government, China would be much more prosperous, 
because there are numerous other companies that have 
ties to the Chinese government. We have become what 
we are today because we are able to make our own 
decisions, including our decision to become an industry 
leader.
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James Kynge: Regarding Huawei's revenue and profits, 

you said last week that Huawei's revenue in 2019 will 

be about 30 billion US dollars lower than forecasted. 

Would you please share with us your forecast on 

profits?

Ren: Our original revenue forecast for this year, made at 

the beginning of 2019, was 135 billion US dollars, which 

we have now reduced to around 100 billion US dollars. 

Our net profits are expected to be around 8 billion 

US dollars. Actually, I stopped listening to a financial 

briefing our finance personnel were delivering, because 

their conclusion regarding our business results was 

much better than I thought. So I told them to go back 

to work and not to waste time on reporting. I am a bit 

pessimistic, you see.

James Kynge: So Huawei's addition to the Entity List 

will not have a large impact on your business results?

Ren: Our original revenue forecast for next year was 

more than 150 billion US dollars, which has now been 

changed to around 100 billion US dollars. This year, our 

workforce will expand from 188,000 people to 194,000. 

Why the large increase? We are going to need a lot of 

manpower for R&D, supply, sales, services, and other 

domains in order to phase out many old versions of our 

products and release new versions. We will bring in more 

than 10,000 fresh graduates in July and August. We will 
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continue to grow despite the difficulties we are facing.

James Kynge: I've heard that Huawei is such a popular 
employer that there are up to 20,000 people applying 
for one job position at Huawei. Is this true? Or maybe 
this number is wrong.

Ren: This has been exaggerated. We welcome people 
who want to join Huawei, but we also have requirements. 
Huawei University has developed a system that consists 
of many different exams. One must pass all relevant 
exams before being given an interview. For example, 
if you won a gold medal in an international computer 
competition, you may get a salary 5 or 6 times higher 
than the average starting salary. There are just 40 gold 
medal winners around the world every year, and we 
recruited many of them this year, because we offered 
higher salaries than Google. We have recruited several 
young geniuses this year, and more will join Huawei next 
year. Talent, rather than land, helped the US develop into 
the world's most powerful country. We can learn from 
the US to attract more outstanding talent. We believe 
more such talent will join Huawei in the future.

James Kynge: Are these young geniuses from China or 
other countries? How many of them are from abroad?

Ren: Both. Of course, these dozens of young geniuses 
are not all gold medal winners; some are silver and 
bronze medal winners. There are maybe 50,000 
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contestants in the world's computer competitions 
every year. After rounds of screening, only 4,000 will 
be left, which will then become 400. In the end, only 
40 will be winners. There are nowhere near enough 
Chinese contestants in these competitions. China should 
encourage more university students to participate in 
these international competitions. These competitions 
have established rules and very strict coaches, which can 
help assess the participants' abilities and improve our 
education approaches. After these geniuses join Huawei, 
they will activate our organization and inspire our team.

Yuan Yang: You just mentioned that the world's 
software market is very flexible. Have you recruited 
more people from your American carrier customers or 
partners?

Ren: In principle, we don't hire Americans in this domain. 
As long as a person has an American passport, green 
card, or permanent residency, they may be considered 
to have American elements. Hiring them will make us 
subject to the US government's long-arm jurisdiction.

Yuan Yang: You don't recruit their employees?

Ren: No. Because the US government has long-arm 
jurisdiction. If we hire people who have a fixed presence 
in the US, their work results may be subject to the US 
export control laws.
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Yuan Yang: Many governments now require tech 

companies to hand over data. For example, the 

US government required Apple to hand over user 

data in order to unlock their phones. If the Chinese 

government raised some lawful requests which might 

go against user interests, what would you do?

Ren: Apple is our model.

Yuan Yang: Will you stand against the government like 

Apple?

Ren: No. Actually, Apple is not a mobile phone company, 

but an Internet company, a kind of carrier. Only carriers 

can control user data. Apple has established a platform 

on which a full ecosystem has developed, so Apple owns 

that data. After we sell pipes (network equipment) to 

customers, everything transmitted through them, be it 

water or oil, is controlled by carriers. We don't own any 

data. Sovereign states have the right to manage the 

data of carriers within their territory, but no sovereign 

state can manage data across borders.

Yuan Yang: What if the government requires Huawei 

to unlock a phone?

Ren: Users control their own data, not us, so how 

could we unlock their phones? Data is owned by our 

customers, not us. Carriers have to track every user; 

otherwise no phone calls could be made. It's a carrier's 
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duty to track user data. We, as an equipment provider, 

don't track any data. So this issue doesn't apply to us.

Yuan Yang: But you know the operating system, so you 

could help unlock a phone. If the Chinese government 

raised a lawful request, could you reject it? Would you 

be put in prison for rejecting such requests?

Ren: Why would I agree to that? We will never do such 

a thing. If I had done it even once, the US would have 

evidence to spread around the world. Then the 170 

countries and regions in which we currently operate 

would stop buying our products, and our company 

would collapse. After that, who would pay the debts we 

owe? Our employees are all very competent, so they 

would resign and start their own companies, leaving me 

alone to pay off our debts. I would rather die.

At the Munich Security Conference, Yang Jiechi, 

a member of the Political Bureau of the Communist 

Party of China (CPC) Central Committee and Director 

of the Office of the Foreign Affairs Commission of 

the CPC Central Committee, made it very clear that 

the Chinese government never requires companies to 

install backdoors. Premier Li Keqiang then reiterated 

that position at the press conference held after a recent 

session of the National People's Congress. Recently, 

when Premier Li Keqiang visited our booth at this year's 

16+1 Summit in Croatia, he told our staff not to install 
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backdoors. The Chinese government cannot make it any 
clearer that it will never ask any company to do that.

Now the EU is preparing to set a unified standard 
which will require all equipment vendors and carriers to 
guarantee there are no backdoors in their equipment 
and networks. We strongly support this initiative and are 
willing to take the lead to sign an agreement based on 
this standard. Unfortunately, such an agreement cannot 
be signed for now, because we need to wait for other 
equipment vendors and carriers to agree and for the 
EU to establish the system. But overall, this is a great 
initiative from the EU.

Yuan Yang: I am a little bit surprised to hear your 
answer about user data. Both Tencent and Alibaba 
have said publicly that, if requested, they would hand 
over some user data to the Chinese government. They 
have also said that these are lawful requests so they 
have to accept them. Is Huawei different in this regard?

Ren: We are a company that sells water taps and pipes. 
Why would they request water from us? Tencent and 
Alibaba are the sources of information, so they have the 
water. But we don't. How can anyone ask for water from 
a hardware store like us? We only sell the equipment. 
The data is stored in your mobile phones, not in our 
systems.



197

Ren Zhengfei's Interview with the Financial Times

Yuan Yang: Regarding the Entity List, it's difficult to 

localize some components of core servers. What are 

the most difficult holes to patch? How long do you 

think this will take? 4 years, 5 years, or 10 years?

Ren: It's impossible to take that long. If we are not 

allowed to use the x86 server, we can use our own 

server, TaiShan, instead. Our server is probably more 

advanced.

Yuan Yang: What are the most difficult holes to patch?

Ren: We are working to patch these holes. I don't think 

there are any problems in this regard. Otherwise, how 

would I be able to smile and talk with you about this 

issue today? I would be very nervous.

Sue-Lin Wong: How long will it take you to break free 

from reliance on the existing supply chain?

Ren: I don't think it will take long. Most of the issues 

have already been solved.

Yuan Yang: How will you patch these holes? Will you 

hire more people?

Ren: Not necessarily. We already have a large workforce. 

After we cut some of our peripheral businesses, people 

from these businesses will be transferred to our core 

businesses.

Yuan Yang: The US has a monopoly over the world's 
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chip designs and the software market. Could you patch 
these holes in high-end software like this?

Ren: We have obtained a permanent license for these 
tools and software. This will not be a problem. But it's 
hard to say whether there will be issues with upgrades.

Yuan Yang: You'll never accept the US's requests, right?

Ren: Unless they release Meng Wanzhou and remove 
Huawei from the Entity List with no strings attached, I 
don't think we would have anything to discuss. Other 
issues should be handled by the court.

Yuan Yang: The US sees 5G as one of the most 
important "battlefields". Just now you also mentioned 
IoT. Do you hope for Huawei to set the global standard 
for IoT in the future?

Ren: Certainly, IoT will be even more powerful than 5G.

Yuan Yang: If Huawei becomes the global "king" of 
IoT, what do you think the US will do?

Ren: They will also attack our IoT.

Sue-Lin Wong: How will they attack?

Ren: They eat a lot of beef, which makes them strong. 
And they don't get tired easily, so we can't beat them on 
the football field. To stay healthy, they need to burn a 
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lot of calories. So they spar a lot and don't need to go to 

the gym.

Sue-Lin Wong: But they are not good at playing table 

tennis.

Ren: Table tennis does not consume as much energy as 

football does.

Yuan Yang: Huawei has some friends in the US, 

though they have a smaller voice. For example, many 

semiconductor companies and carriers in the US do 

support Huawei. Are they talking to the White House 

on Huawei's behalf? Do you think they can speak for 

Huawei in the US?

Ren: We don't know what they are doing. We are now 

focusing on patching the holes on our aircraft, and we 

don't have the time to think about the rest of the world. 

Now we have switched from seeking development 

to fighting for survival. We're trying to gather 

together scientists to make the most advanced future 

technologies, so that we can fight back. These people 

are very competent. It's very easy for them to solve key 

challenges and difficult problems. They can solve many 

problems within a short period of time.

Yuan Yang: Will you work with them to make some 

plans and strategies?

21
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Ren: Our procurement team should be talking with 
them. After all, we have to sign contracts and place 
orders. When Washington allows them to do business 
with us someday, how can they ship goods if we haven't 
placed any orders? So we should keep discussing supply 
chain matters with them.

Yuan Yang: Considering the Entity List, Huawei is 
facing a lot of uncertainty. If some foreign carriers 
wanted to buy a lot of Huawei's 5G base stations, but 
now they become more cautious and hesitant, how 
can you convince them to buy your products?

Ren: We don't need to convince any of them. Actually, 
there are many carriers rushing to buy from us.

Yuan Yang: They are not affected by the uncertainty?

Ren: We have worked with them for two to three 
decades, and they trust Huawei. So we should have no 
supply issues.

Sue-Lin Wong: What do you think is the biggest 
difference between the relationship between the 
US government and US tech companies and the 
relationship between the Chinese government and 
Chinese tech companies?

Ren: The Chinese government manages private 
companies through legal frameworks and taxation. 
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They don't intervene in their business operations. I don't 
know why the US government micromanages its tech 
companies as much as they do. They act like a mother-
in-law, and if they get too involved, their daughters-in-
law might run off.
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Nathan VanderKlippe: Thank you very much for your 
time today. I'd like to start by asking a few questions, 
just about recent news. Can you help me understand 
what is happening with FedEx and the Huawei 
packages? Is there anything special in these packages? 
They said that this was an operational error. Do you 
believe that?

Ren: Each year, we ship over 100 billion US dollars in 
goods to different destinations across the world through 
logistics service providers such as DHL and FedEx. All 
of these goods are normal goods. There's nothing to 
hide about them. As for why FedEx delivered packages 
destined for another country to the US, we have no idea. 
Only FedEx can tell us what really happened.

Nathan VanderKlippe: Can you explain what you're 
doing with Futurewei in the US? You've said many 
times that you have no intention of splitting off part of 
the company, but isn't that in fact what you're doing 
with Futurewei? Can we expect to see more of this sort 
of thing in the future?

Ren: According to the US sanctions rules, as long as a 
component or technology contains US elements, it will 
be subject to US sanctions. Work involving Americans 
may also be considered to contain US elements. So, 
Futurewei is a special case that was designed to meet 
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the US's legal requirements.

Nathan VanderKlippe: Is that one way for you to solve 
other problems for Huawei in the future? To divide 
up parts of the company and locate them in different 
places around the world?

Ren: No. I don't think there is any other country in the 
world that would adopt this Entity List practice that the 
US does. So we won't duplicate the Futurewei model in 
other countries.

Nathan VanderKlippe: You've said that Huawei does 
not cooperate with the military on research, but we 
learned today that a series of people have co-authored 
research papers with the Chinese military, and 
identified themselves as working for Huawei. Does this 
not prove that Huawei cooperates with the military in 
China on research?

Ren: Huawei has no research partnerships with the 
military at an organizational level. These few people 
must have acted on their own, in their own interests. 
We are not aware of why they chose to do this. You can 
speak to them directly and ask them why they did this.

Nathan VanderKlippe: Do they still work at Huawei? 
Will they be fired?

Ren: As far as I know, there is only one person who is 
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still working at Huawei. All the other people had left 

Huawei some time ago.

Nathan VanderKlippe: And will that one person be 

fired?

Ren: I don't know. I don't know anything about this 

person at all. He is too many ranks below me.

Nathan VanderKlippe: What would be your message 

to other employees? Would you say, "Don't do this"? 

Would you warn other employees to say, "This is not 

allowed for Huawei employees"?

Ren: Our products are only for civilian use. If someone 

works on anything for other purposes, it may affect 

their performance appraisals. At Huawei, we require 

every employee to contribute to our core businesses. If 

someone has made contributions elsewhere, how can 

they receive recognition from their departments?

Nathan VanderKlippe: Is military research cooperation 

allowed for a Huawei employee or not allowed?

Ren: It's not allowed.

Nathan VanderKlippe: You have a number of your most 

important suppliers, such as Google, Arm, and others, 

who have been lobbying very hard for exceptions from 

the US entity listing so they can continue supplying 
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you. What is your expectation for that process? Do 

you still plan on a sort of complete ban for the US 

cooperation with Huawei? Or do you expect some of 

your key suppliers to be given exceptions?

Ren: It's understandable that our US suppliers are 

actively lobbying the US government in the hopes of 

being exempted from this ban. Such lobbying efforts are 

in their own best interests. Likewise, Huawei needs to 

buy huge quantities of products and technologies from 

these companies.

Unfortunately, I don't think the US will remove us 

from the Entity List. They have added Huawei to the list 

not because we have done something wrong and need 

to be punished, but because they want to destroy us. If 

someone wants to condemn you, they can always trump 

up a charge. That's why I think the US won't let up in 

the short term.

Nathan VanderKlippe: So you don't expect any of 

your key suppliers to gain exceptions as they've been 

asking for? That's not what you're planning for at this 

moment?

Ren: I'm not saying that they won't be successful. I just 

said that their efforts are completely understandable. 

We're not worried about the impact of the Entity List, 

and there are three major reasons why I feel this way:
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First, our team is more united than ever. Before 

Trump launched his attacks against Huawei, our team 

was getting sloppy. But because of the attacks, our team 

has become more united in working towards our goal to 

survive and thrive. We're becoming stronger-willed, and 

we are working with increased drive and passion.

Second, we are creating a united front with our 

partners. We aren't angry with any of those US suppliers 

who can't continue to supply us. We understand, and we 

want to cooperate with them whenever it's possible. We 

will open our arms to embrace cooperation with more 

companies, no matter if they're Chinese or non-Chinese. 

We will enhance cooperation with any company that is 

willing to support us. As the Chinese saying goes, "A just 

cause attracts much support, an unjust cause finds little." 

This is how we are building a united front.

Third, we are still moving in the right general 

direction. The US has been attacking our 5G, but 5G is 

only part of our network connectivity business. Huawei 

is a global 5G leader. We are also well ahead of others 

in the optical transmission, optical switching, access 

network, and core network domains. In this industry, we 

can continue to develop by relying on our own chips and 

software, so we aren't affected by the US move at all.

The impact on our consumer business is relatively 

larger. By adjusting to the new environment over the 
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next one or two years, our consumer business will be 
able to continue growing.

Despite the impact of the Entity List, we sold 10 
million of our new P30 series of smartphones within 
85 days of the launch. This shows our customers' trust 
hasn't declined. As of May 30, we had sold 100 million 
mobile phones. I believe we can gradually resolve the 
difficulties our consumer business is facing in the second 
half of this year or sometime next year.

Nathan VanderKlippe: You said "adjusting ourselves 
to the new environment", you figure that in one or 
two years you will have fully adjusted to the new 
environment. Can you help me understand what "fully 
adjusted" means? Does that mean at that point you 
will have the ability to produce all of your products 
without relying on American technology or American 
patents, et cetera?

Ren: We have many patents and so does the US. 
We have signed cross-licensing agreements with US 
companies for many patents, and there are no issues 
with cross-licensing. We would never want to live 
without the support of US technologies, components, 
and products. With US technologies and components, 
Huawei products will be more advanced and better 
serve humanity.
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By saying that we will adjust ourselves to the new 
environment in the next one or two years, I mean that 
we won't be struggling to survive after that period.

Nathan VanderKlippe: Can you help me understand 
why that is? What will have changed between what 
you do now and two years down the road?

Ren: Through our own efforts and those of our partners, 
we will have no problems with our supply.

Nathan VanderKlippe: Earlier this year, you said 
Huawei would be fine without chips from the US. In 
mid-May, you said that given some of the issues with 
the US, it's expected that Huawei's growth may slow, 
but only slightly. More recently, you've said you expect 
Huawei's revenue to decline this year by 30 billion 
US dollars, that's a very significant impact. What's 
changed? What has become worse than you expected?

Ren: First, we can make all cutting-edge core chips by 
ourselves, and ensure our products continue to stay far 
ahead of the industry.

Second, a few components will need to be updated 
to newer versions. During this transition period, we may 
find it hard to ensure sufficient capacity. This may have 
some impact on our development.

Third, people outside Huawei may think 30 billion 
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US dollars is a big number, but it is not to us. We had 
forecasted that our revenue would reach 135 billion 
US dollars this year, and if that figure decreases by 30 
billion, we will still have about 100 billion US dollars in 
revenue. This was our initial projection, but the actual 
numbers in our financial statements were a little higher 
than expected.

Nathan VanderKlippe: So, 30 billion is no longer the 
forecast in terms of the impact on revenue this year?

Ren: Yes, maybe less than that.

Nathan VanderKlippe: 20 billion? Can you give us a 
sense? Everybody's caring about numbers.

Ren: I don't know the exact number. I usually exaggerate 
a bit when I speak, so that we have a bit of a buffer when 
things change. We have to wait and see the financial 
statements for the second half of the year. The numbers 
in the first half of the year can't represent our business 
performance for the whole year, because we experienced 
rapid growth in the first four months. The Entity List had 
some impact on us in May and June, but the impact was 
not big because the momentum of production continued 
for some time. Starting from the second half of the year, 
the impact is expected to become bigger. But I'm not sure 
how big that impact will be.
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Nathan VanderKlippe: You've got a 90-day reprieve. 

You're in a temporary reprieve position from the Entity 

List. But, I mean, presumably you are planning on that 

reprieve ending when that 90-day period ends. Can 

you help me understand what happens on that day 

when this temporary period ends? You said there could 

be shortages. Where would you see shortages? I mean, 

what changes? Do we see products no longer available 

for people to buy? What happens at Huawei on the 

day of its sort of full entry into this entity list?

Ren: I think the 90-day reprieve was unnecessary in 

the first place. When Huawei was added to the list, 

we'd already been well prepared, so we didn't need 

this 90-day reprieve. As a matter of fact, the 90-day 

reprieve meant that the scope of the attack against 

Huawei became larger, not smaller. After Huawei was 

added to the Entity List, we only faced restricted access 

to American components and technologies, but with 

the 90-day reprieve, our engagement with standards 

organizations, which didn't need permission before, had 

been restricted. This caused much trouble for many 

standards organizations. So from our standpoint, this 

90-day reprieve was not softening the fall but rather 

hardening the blow.

I think the US government should remove Huawei 

from the Entity List instead of postponing its implementation. 
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It's the American companies, not us, that have suffered 

the most. Huawei's production lines are working flat out. 

Our workforce has expanded from 188,000 to 194,000 

because we need more engineers to work on new 

versions of our products.

If you have time, you can take a look at our 

production lines. They are up and running, and the people 

working on them are staying busy. If US companies can't 

sell their components to Huawei, their financial reports 

will reflect it and they'll feel the sting more than we do. 

We feel sorry for them because we've been working 

together very closely, in good times and bad, for the past 

20 to 30 years. So the 90-day reprieve means nothing to 

us; we've been prepared for a long time.

Nathan VanderKlippe: Can you help me understand, 

the addition of 6,000 people, I mean, that's bigger 

than most companies. Are those people involved in 

sort of software development and chip development? 

What are the specific areas you've been doing the 

most hiring in?

Ren: They work in many different areas.

Nathan VanderKlippe: I know a lot of journalists have 

asked you to identify the specific holes. I don't really 
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want to go there. What are your primary concerns? Is it 
getting your chip technology free of any US influence?

Ren: People outside Huawei are most concerned about 
chips, but they're not my number one priority. This is 
because our chips are already more advanced than 
American ones. Those less important and less technically 
sophisticated components that we used to ignore are 
now becoming increasingly important to us. If one small 
component is missing from a circuit board, you might 
have to redesign the entire board and that involves quite 
a lot of work.

So I don't see the US's Entity List as a threat to our 
survival. You asked me how many holes there are. I think 
there are hundreds or even thousands of them. We have 
to send lots of people to check each and every hole to 
patch them up.

Nathan VanderKlippe: I know some of this is very 
technical stuff you probably would not concern 
yourself, but has any specific, small, unexpected thing 
reached your desk that has proven to be particularly 
difficult to resolve from a technology perspective?

Ren: Technically, these holes are easy to fix, but it takes 
time. Some simple components are actually having a 
big impact. Say for instance, that the US cut off the 
supply of three components that we used to ignore, 
because technically they were easy to make. Every 
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circuit board may need these components though. If 
they are unavailable to us, we have to redesign all our 
boards. This would involve a lot of work. Now if these 
components become available to us, but we have 
already made one ourselves over the past two months, 
then we just need to buy two. We have the ability to 
fix all those holes. We have more than 80,000 people 
in R&D, and we spend 15 to 20 billion US dollars in 
R&D every year. We can send our best people, who 
are conducting research that is critical to our future 
development, to work on these simple, urgent problems 
first. That way, we can solve all of our problems.

Nathan VanderKlippe: What have you told people? 
What deadline have you given to your people in 
terms of the time when you want Huawei to be able 
to operate in all areas, like hardware, software, and 
components, without any reliance on the US?

Ren: I won't set a timeline for them. Different teams 
have different tasks and workloads. I will let them solve 
the problems they face themselves. We need to try our 
best to resolve the issues on our own.

Nathan VanderKlippe: By issues be resolved, you mean 
that everyone and every component of this company 
needs to find a way to operate without reliance on the 
US, am I understanding that correctly?

Ren: Yes.
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Nathan VanderKlippe: There are reports that Huawei 

is seeking a billion dollars in patent licensing fees from 

Verizon, is that figure accurate? And what is your view 

on the total amount of unpaid patent licensing fees 

that Huawei believes it can collect from US companies?

Ren: We have nearly 90,000 patents, among which over 

11,500 patents were registered and granted in the US. 

The US has granted us the legal rights to these patents. 

The US is a country ruled by law, and every US company 

that is using our patents should pay licensing fees to 

us. We are negotiating licensing fees with Verizon, and 

the fees we ask from them are reasonable. They should 

understand that. We are less aggressive than Qualcomm 

when it comes to similar negotiations. I think they will 

pay us the money. I believe the US is a country ruled 

by law, so US companies will pay the licensing fees. The 

one billion US dollars is the total fees for using Huawei's 

patents over the past five years. The fees don't include 

those for 5G patents. We will also negotiate licensing 

fees for using our 5G patents in the future.

Nathan VanderKlippe: But one billion is a large 

number. Given that your company has taken about 

one and a half billion dollars over the last several 

years in total in patent licensing fees, one billion is a 

big increase on that. Do you think that's only a small 

amount of how much you think you can collect in 
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future years, from unpaid royalty fees of American 

companies?

Ren: I would say one billion is just a small number. We 

didn't collect many patent licensing fees from others, 

because for some organizations we engaged with, they 

also owned patents that we were using, and we needed 

to pay them as well. Therefore, the net licensing fees 

we collected were not that much. But for companies 

without any patents that we were using, they had to pay 

more. In general, we are not aggressive when asking for 

licensing fees, and the fees we ask for are reasonable.

Nathan VanderKlippe: When we look at what you're 

asking for from Verizon, do we expect to see Huawei's 

demands from other companies in the US alone, or 

everywhere, such as in Europe, Canada, and Australia?

Ren: It should be from all markets.

Nathan VanderKlippe: Do you have a sense of how 

much in total Huawei can collect through that process?

Ren: It would definitely be much less than what 

Qualcomm asks for.

Nathan VanderKlippe: That's still a very big number.

Nathan VanderKlippe: Now onto your daughter. Part of 

the reason I'm here, as a Canadian, I think is probably 11
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because Canada and China have entered into a very 

different phase in their relationship, in part because 

of the role of your daughter. She's in Vancouver at 

the moment. How many times have you traveled to 

Canada over the years? You've been there at least 

twice, I think. I don't know how many times in total.

Ren: I've been to Canada many times, but I can't recall 

the exact number. The most important visit I've paid to 

Canada was in 2017. During that trip, I travelled from 

coast to coast and spent more than 10 days there. The 

primary purpose of that visit was to survey Canada's 

investment environment and I also visited a handful 

of universities. I think Canadian universities are really 

outstanding. The three founding fathers of artificial 

intelligence (AI) are all from Canada. During that visit, 

we found that there was a remarkable investment 

environment and planned to place our theoretical 

research center for North America, or even the entire 

world, in Canada.

As the US is becoming increasingly closed off 

from the world, many talented individuals cannot get 

US visas. I think they may have to work, invest, and 

attend conferences in Canada instead. We believe the 

living environment and standards of living in Canada 

are pretty similar to those of the US. So we plan to 

significantly expand our research presence and build 
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large R&D centers in Canada, like what we previously 

did in the US. I've already told the head of our research 

team in Canada that we will buy land in cities like 

Toronto, Ottawa, Montreal, and Vancouver, and build 

our new R&D centers there.

I think the collaboration between Huawei and 

Canada is in the interests of both sides. Scientists work 

on theories, but sometimes they don't know how 

to apply their theories to real-world scenarios. As a 

company, Huawei clearly understands how theories can 

be applied commercially, but we are not as good as 

scientists in terms of theoretical research. So it stands to 

reason that together, we can create synergy and drive 

the industry forward.

Through these partnerships with Huawei, professors 

will be able to teach students knowledge that can be 

applied in real-world scenarios. These students will not 

necessarily work for Huawei after graduation. Those 

who work for other companies can drive innovation in 

society. Some of our employees may leave Huawei and 

continue bringing innovation to society. I believe Canada 

will have its own "Silicon Valley" one day.

Recently, there has been enormous hype about 5G 

around the world, but to some people in the US, it has 

been more concerning than an atomic bomb. Actually, 

the 5G standard originated from a mathematical paper 
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published by a Turkish professor back in 2007. Huawei 

assigned thousands of our in-house scientists and 

experts to carry out in-depth studies and analyses of 

that paper, while other companies in the world also put 

tens of thousands of scientists and experts. Together, 

we've turned that paper into a standard for 5G. The 

Turkish professor didn't realize how his paper could be 

applied and was amazed to see it developed into a 5G 

standard.

5G will be a tool for AI in the future. As I just said, 

all of the three founding fathers of AI are from Canada. 

They are already prominent leaders in their field. We see 

no reason why Canada as a country couldn't become 

the future leader of AI.

If Canada builds strong capabilities in AI, and an AI-

powered robot can do the work of 10 people, then 

the country will become an industrial power with a 

workforce equivalent to 300 million people. What's 

Canada's biggest disadvantage? Though its people are 

brilliant, there aren't a lot of them. This means Canada 

has no advantages in traditional manufacturing. But with 

the wide adoption of AI, Canada's strength can be fully 

leveraged, enabling it to become a big industrial power.

I would like to invite you to take a tour of our 

production lines. Though we only have a little more 

than 6,000 technicians in our manufacturing facilities, 
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they support us in generating revenue of more than 100 
billion US dollars.

During my 2017 visit to Canada, I met two of the 
three founding fathers of AI; the other one was not in 
Canada at that time. Now, both China and the US are 
making extensive efforts trying to catch up in the area of 
AI. Given its first-mover advantage, Canada must seize 
this strategic opportunity. So far, we haven't changed our 
strategy of making heavy investments in Canada.

Nathan VanderKlippe: I wonder if you can help me 
understand a little bit more. You've talked about four 
cities. Has the land already been purchased? Like, 
how much land? How many people do you envision 
working in some of these centers?

Ren: We have purchased 500 acres of land in the UK 
so that we can build an optical chip factory. Our optical 
chips are produced in the UK and have leading edges 
worldwide. We plan to build a beautiful campus there, 
just like the one in Dongguan, in order to attract more 
talent from across the world.

Canada also has a beautiful environment. Currently, 
while the US tightens its visa policies for scientists, I 
think Canada should relax its policies to attract more 
scientists from other parts of the world. This way, more 
scientists from the Middle East, Eastern Europe, and 
other countries and regions will be willing to move to 
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Canada. We will try to recruit such scientists to work on 
theoretical research in Canada. That's why I stayed in 
Canada for more than 10 days in 2017.

Nathan VanderKlippe: Can you help me understand 
the scale of that project? Because you've talked about 
a big investment. Is that investment worth 100 billion 
dollars, or 10 billion dollars? You may not have an 
exact figure, but what scale of investment are you 
looking at?

Ren: I can only say that these will be large-scale 
investments. If the current conflicts between Huawei and 
the US, as well as between Huawei and Canada, had 
not happened, Canada would have probably become 
Huawei's global center for theoretical research. Canada 
has an advantage: It is very close to the US and has 
similar social and legal systems, as well as a similar living 
environment to the US. So a lot of talent who cannot 
go to the US or don't want to stay in the US can go to 
Canada.

Over the next several decades, I think that the biggest 
technology evolution will come from AI and bioscience.

Nathan VanderKlippe: Regarding this idea of Canada 
becoming the global center for Huawei on theoretical 
research, are you still pursuing that, or has everything 
that's happened in the last seven months changed 
that plan?
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Ren: The direction remains unchanged, but the pace 
of implementation of this plan has changed. Still, we 
will not change our strategy to invest and develop in 
Canada.

Nathan VanderKlippe: I just want to explain to readers, 
I mean, what scale? Presumably this is an idea of 
billions of dollars; is that fair to say?

Ren: At least several billion US dollars. I am quite sure of 
that.

Nathan VanderKlippe: There's one thing I want to ask 
you about your daughter. The first question is for you. 
Meng Wanzhou obviously had personal ties to Canada. 
She had property in Canada. Do you have personal ties 
to Canada? Do you have property or other personal 
investments in Canada?

Ren: No. My English is not good, so I cannot live in 
Canada. If I lived there, I wouldn't even be able to go 
shopping or would get lost when I went out for a drive. 
So I will continue living in China in the future.

Nathan VanderKlippe: But Meng Wanzhou was 
obviously a frequent visitor to Canada. Did she go to 
Canada in October of last year?

Ren: She often traveled. I don't know where she went 
exactly.

12
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Nathan VanderKlippe: When did Huawei become 
aware of the US' arrest warrant against Meng 
Wanzhou?

Ren: She was detained on December 1, and I became 
aware of this two days later on December 3. She 
was supposed to go to Argentina to chair an internal 
meeting. After learning that she was arrested, I flew to 
Argentina to chair that meeting myself on December 4.

Nathan VanderKlippe: So you're saying no one at 
Huawei had any idea there was an arrest warrant out 
for Meng Wanzhou?

Ren: No one knew about this. Otherwise, why would 
she have gone there just to be put up against the wall 
like this?

Nathan VanderKlippe: This is my question as well, 
because every country on that trip that she planned 
to go to, Argentina, Mexico, Costa Rica, France, has an 
extradition treaty with the US. Also Australia.

Ren: Some countries were smart and rejected the US 
request.

Nathan VanderKlippe: What was the smart move back 
then?

Ren: Canada should not have become involved in 
this matter. It's the business of the US, and should be 
taken care of by the US itself. Since Canada has gotten 



224

Ren Zhengfei's Interview with The Globe and Mail

involved, it has suffered and so have we. I feel sorry for 

what's going on, on both sides.

Nathan VanderKlippe: I think you've used the term 

"victim" in the past. Both Huawei and Canada are 

victims in this matter. But if the Canadians are victims 

in this matter, there are now two Canadians who have 

been imprisoned in China: Michael Kovrig and Michael 

Spavor. If they are also victims in this matter, why has 

Huawei not lobbied on their behalf? Why has Huawei 

not demanded the Chinese government release them 

as well, if they're also victims?

Ren: I understand these are legal actions taken by the 

Chinese government. We are only a company, and 

there is not much that we can do. We believe in the 

legal systems of Canada and the US. Meng Wanzhou 

has committed no crime, and we believe this case will 

be resolved through legal means. So we are resorting 

to legal means, rather than seeking help from the 

government.

Meng Wanzhou has committed no crime in Canada 

or anywhere else in the world. Meng Wanzhou's case 

does not satisfy the double criminality principle, so if the 

extradition request of the US were approved, it would 

violate Canadian law.

13



225

Ren Zhengfei's Interview with The Globe and Mail

If Canada releases Meng Wanzhou, this will show 

Canada is truly a country ruled by law. If Canada 

only does so after getting permission from the US, 

I think Canada's image might be harmed. We hope 

that Canada can independently enforce their own 

laws and regulations. Meng has not committed any 

crime in Canada, and the case does not satisfy the 

double criminality principle of Canada's Extradition Act. 

Therefore, the extradition proceedings should be called 

off. Otherwise, this goes against Canada's Extradition Act.

Nathan VanderKlippe: There is a debate in Canada 

now. In Canada, the Minister of Justice has the power 

to intervene, at any time, to call off extradition 

proceedings. And there is a debate in Canada about 

whether the Canadian Minister of Justice should do 

that. The former Canadian Prime Minister has said 

Canada should do this. What is your view?

Ren: I think public opinion on this is correct. Based 

on judicial investigations, there has been proof that 

Canadian law enforcement authorities have violated the 

law while they detained Meng Wanzhou at the airport. I 

think it would be a proactive, wise, and legitimate move 

if the Minister called off the extradition proceedings. 

We don't want Meng Wanzhou's case to affect the 

relations between our two countries, the relations 

between our two peoples, or any future opportunities 
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for development.

For me personally, I'm quite open-minded. I don't 

have any negative views about Canada, despite what 

has happened to my family. We, as a company, have 

continued to recruit many more researchers in Canada 

this year. We are continuing to invest in Canada. We 

didn't change the normal business plan of our local 

office there.

I think Meng's case should be addressed through 

Canadian legal proceedings. I believe right now is 

probably the best time to settle this issue. Both sides 

should try to untie this knot. There might be different 

ways to possibly do this, but I think it may be worthwhile 

to have the Minister of Justice intervene.

Nathan VanderKlippe: You said again and again that 

you trust the judicial process, you trust the court to 

resolve this. Why are you now asking for a political 

solution here?

Ren: The Minister of Justice can intervene and exercise 

this power. That's part of Canada's legal system and it's 

also consistent with Canada's Extradition Act.

Nathan VanderKlippe: At this point, how do you 

rate the chances of Canada installing Huawei's 5G 

technology? What would you put on that?

14
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Ren: I think that's a matter for the Canadian government 

and Canadian carriers to decide on. It's not up to Huawei. 

Just like selling clothes at the mall, whether customers 

buy your clothes depends on their willingness to spend 

money. We cannot decide for customers. That's beyond 

our capabilities.

Let me share a story with you. Why did Europe 

develop faster than China? Several hundred years ago, 

there were trains and ships in Europe, while China still 

relied on horse-drawn carriages for transportation. In 

China, those carriages were definitely slower and carried 

less cargo, while in Europe, trains ran much faster, and 

ships could carry even more cargo. Europe had realized 

industrialized society earlier. So speed is very important 

to the development of a society. Now, what we are 

seeing is the transport of information, not of physical 

goods. The countries that move faster in deploying 

information technologies will be faster in terms of 

economic development.

China was very underdeveloped 20 to 30 years ago. 

Eventually though, it stepped up its efforts to build 

information systems. This is one of the reasons why 

China's economy has caught up. 5G is a very high-speed 

system. When full-fledged 5G networks are in place, 

per-bit cost for using data traffic will drop dramatically. 

That will play a very important role in boosting the 



228

Ren Zhengfei's Interview with The Globe and Mail

development of culture, education, and economy, among 
other things. Certainly, the US cannot set up advanced 
information systems on its own. That's because we'll not 
sell any of our 5G products in the US. If Canada can put 
in place a high-speed information infrastructure, it's very 
likely investors from other parts of the world will swam 
to Canada.

If you are interested, you can look at the correlation 
between changes to data traffic and economic growth 
over the last 30 years across different countries. Through 
this comparison, you'll find that countries whose 
information infrastructure grows faster will also have 
economies that grow faster.

If you have time in the future, I will get someone 
to give you detailed information on the example of 
South Korea. South Korea has taken quite an aggressive 
approach to ICT development, and their economy has 
been growing very fast as well. In the future, the US may 
not have very high-speed networks. If Canada could put 
in place high-speed ICT infrastructure, I think Canada will 
have better chances of attracting investors from other 
parts of the world.

Nathan VanderKlippe: Three of the people that have 
been among your most senior employees in Ottawa in 
recent years used to work at Nortel, as did a number 

15
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of the people that work under them today. Did 
Huawei steal Nortel's technology, and then build up 
its own business, particularly in Canada, by taking the 
remaining employees?

Ren: After Nortel collapsed, we recruited those people 
you just mentioned. Back then, Nortel didn't have the 
technology we are talking about today; they only had 
talented people. When such talented people were out of 
work, it was just natural that they would find other jobs. 
When Nortel collapsed, 3G had just started developing 
in the world. As the industry evolved from 3G to 4G, 
and then to 5G, those people also improved themselves 
during the process. What they have contributed to 
Huawei is what they had in their minds. It's definitely 
not about intellectual property theft.

One of Nortel's greatest contributions was to improve 
the capacity of optical transmission networks to 10G. 
Unfortunately, Nortel collapsed because the IT bubble 
burst. Today our optical transmission networks boast a 
capacity of 800G. Of course, we need to build on our 
predecessors' contributions to achieve greater success. 
However, there's no intellectual property involved in this, 
and it is essentially our own invention.

I did once want to acquire Nortel, but the deal never 
happened because of commercial reasons.

Nathan VanderKlippe: How much were you going to 
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pay for Nortel?

Ren: We never got that far. We only talked about the 

method of acquisition. In 2003, we planned to sell 

Huawei to Motorola for 10 billion US dollars. But during 

the very week the deal was supposed to be approved, 

there was a change in Motorola's board and the new 

chairman rejected the deal, so the acquisition failed. 

Several years later, Motorola collapsed. We thought 

about acquiring Motorola, but was not able to make it 

happen. It's just one of those missed opportunities in 

history.

Nathan VanderKlippe: Do you believe that a 

technological Cold War is inevitable and that there is 

a divide between the American influenced world in 

terms of technology and the Chinese influenced world 

in terms of technology? Is there no going back from 

that path at this point in time?

Ren: I don't think this assumption holds. The world must 

head towards interconnectivity. If an American has to 

get a new phone in order to make a phone call in China, 

or if a Chinese person has to get a new phone to make 

a phone call in the United States, it would move human 

society backwards.

Moving forward, the information society will only 
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become more interdependent. In particular, as software-
defined everything and cloud become more prevalent, 
things would get rather complicated if the world were 
divided.

It's neither wise nor realistic for certain politicians 
to look to divide technology into different camps. For 
example, if US companies cannot sell components to 
other countries, those companies will shrink. As a result, 
the cost of their production will increase and consumers 
will have to pay more.

The goal of globalization is to allocate resources in 
an optimal way. The cost of services that people enjoy 
today is relatively low. If the technology community were 
divided into two camps, economies would suffer. And I 
don't think Wall Street would be fond of this idea. People 
in the US say Wall Street has a very big voice, right?

Nathan VanderKlippe: I want to ask you a very 
specific question. You said repeatedly that Meng 
Wanzhou was not guilty, but one of the pieces of 
evidence against her in America is a PowerPoint 
presentation. What is your understanding of how the 
US received that PowerPoint presentation? Did they 
receive it through legitimate means? Do you believe 
that the presentation is a piece of evidence that can 
be admitted into court?

17
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Ren: The bank was in contact with Huawei from the 

beginning to the end of the period Skycom was dealing 

with Iran. They knew about Skycom's business in Iran 

as well as its relationship with Huawei. That went on 

for several years. Then the bank invited Meng Wanzhou 

to a café where she presented several slides and her 

presentation was not misleading. Why did the bank ask 

her for the slides? We don't know. We hope that things 

will be made clear after the trial proceedings have 

been completed at the US District Court for the Eastern 

District of New York.

Nathan VanderKlippe: Huawei has been, in some ways, 

a pioneer for the Chinese corporate sector in terms 

of a company, a Chinese headquartered company, 

a Chinese-origin company that has succeeded 

internationally. Half of your revenues are from 

international markets. As you know, there are rules, 

some of them quite recent in China, that mandate sort 

of intelligence sharing in China. I don't want to ask 

about those specific rules because I've read your legal 

opinions on them. But does the existence of those 

rules in China make it difficult for any other company, 

any other Chinese company, to succeed overseas? If 

there are requirements for intelligence sharing among 

Chinese companies in China, are they obstacles to the 

18
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internationalization of the broader Chinese corporate 
sector? And if so, have you sort of pushed for those 
rules to be relaxed in China? Should those rules be 
changed too?

Ren: We don't have the ability to ask for laws to be 
changed. However, at the Munich Security Conference, 
Yang Jiechi, a member of the Political Bureau of the 
Communist Party of China (CPC) Central Committee and 
Director of the Office of the Foreign Affairs Commission 
of the CPC Central Committee, made it very clear that 
the Chinese government never requires companies to 
install backdoors. Premier Li Keqiang then reiterated this 
position at a press conference following a recent session 
of the National People's Congress. Recently, when 
Premier Li visited our booth at this year's 16+1 Summit 
in Croatia, he even directly told our staff not to install 
backdoors. This is testament to their support for us 
when it comes to never stealing intelligence from other 
countries or companies. Therefore, we can sign "no-
backdoor, no-spy" agreements with any country.
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Akiko Fujita: Thank you very much for joining us today. 

I want to start with the base that we are in, quite a 

grand thing. We had a chance yesterday to go to the 

Dongguan campus and saw all the European villages. 

I'm just curious. You are one of the biggest tech 

companies here in China. You're a national champion. 

Why do the European aesthetic?

Ren: All our buildings were designed by the people who 

won the bids for the projects. Many world-renowned 

construction companies have participated in the bidding 

process. It was Nikken Sekkei, a company from Japan, 

that won the bid for the design of our Dongguan 

campus. Its chief designer envisioned a museum of the 

world's most beautiful buildings, so he designed the 

campus this way and won the bid. Nikken Sekkei also 

won the bid for constructing our Ji Jia Center. Many 

Greek, Russian, and Chinese companies also participated 

in the bidding for the interior design and decoration of 

our Dongguan campus. Their joint efforts have made 

the campus what it is today. So this was a decision made 

by these designers, not by Huawei.

Akiko Fujita: Could this be seen as symbolism about 

how Europe has dominated history and how China can 

be the dominant force moving forward?

Ren: No, it's all about beauty and magnificence. The 

architect proposed this design and our Shanghai 
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consultants decided to accept it. They invited some 

experts to vote on it. So Huawei actually had no vote on 

the architectural design. They thought the design was 

beautiful, and we accepted that. When the construction 

was completed, everyone felt it was beautiful and so we 

also felt we had achieved our goal of building a beautiful 

campus. All in all, the designer was the major decision-

maker. There's no particular symbolism behind it.

Akiko Fujita: Let's talk about what played out between 

the US and China a few weeks ago at the G20 Summit, 

where President Trump and President Xi met. One 

of the points of discussion between them was to 

allow for some licenses so American suppliers could 

begin selling to Huawei again. What shipments have 

resumed since then?

Ren: I don't think we were fully prepared for being 

added to the Entity List. So we faced some pressure at 

the beginning. However, after we tried to sort out our 

internal problems, we found that we are fully capable of 

shaking off our reliance on the US for our core products 

and depending on ourselves to survive. But we also 

have some non-core products that cannot do without 

US components. So we cut some of these non-core 

products to reduce the pressure. Over 80,000 members 

of our technical staff are working hard to fix other 
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"holes" in this "bullet-riddled aircraft". We have seen 

very good results already.

The remarks made by Trump at the G20 Summit 

have had no substantial impact on Huawei yet. His 

remarks indicated the US is no longer trying to strike 

blindly at Huawei. When they added us to the Entity 

List, even McDonald's in Mexico stopped selling to us. 

This suggested that the US had no idea which products 

were actually not important and whether their supply 

to Huawei could be continued at that time. Trump's 

remarks have helped many small and medium-sized 

enterprises (SMEs) in the US. Resuming supply to us has 

boosted their sales. Of course, his remarks also allowed 

us to resume the production of a small proportion of our 

products. Overall, as long as the US is being friendly, we 

will continue to buy components from this country. We 

believe the world will ultimately collaborate for shared 

success.

Akiko Fujita: You mentioned some SMEs have resumed 

shipments, can you tell us which specific companies?

Ren: I am not that clear about the details. To my 

knowledge, the supply of the vast majority of less 

critical components has resumed. This is a good thing. 

It can help some US companies change their business 

performance. But the US has not made any decisions 

on the supply of critical components yet. I estimate that 
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they need around two more weeks to make a decision. 
If they don't make a decision, we will.

Akiko Fujita: What the US Commerce Department 
has said is if these are components that are readily 
available, they will grant licenses to supply Huawei, 
but those that have national security will not. I'm 
wondering if there's a lot of confusion in the US. What 
is your understanding? What constitutes national 
security in terms of the components that you take in? 
Which component is considered a national security 
risk, therefore not being able to be sold to Huawei?

Ren: There's not one individual component that can 
threaten the national security of the US.

5G is just a tool that helps networks operate faster. 
It's good for the world. 5G is not an atomic bomb. How 
has it become a "threat"?

We basically don't have any networks in the US, nor 
do we intend to sell our 5G products there anyway, 
so there's no way we can pose a threat to the US. I 
think the US is too apprehensive. At the end of the 
day, collaborating for shared success is the only way 
forward. The US is the most powerful and the most 
technologically capable nation in the world. It should 
have more confidence in its ability to address cyber 
security issues.

03
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Akiko Fujita: I recently heard you say, "The US 

has helped us in a great way by giving us these 

difficulties", the implication being that you have been 

able to accelerate your efforts for increasing self-

reliance. I'm wondering if that's the case. What do you 

see is your future with some of these partners that you 

have, like Intel, Qualcomm, and Micron in the US?

Ren: If the US government allows US companies to 

supply to us, we will continue to buy from them, even 

in areas where we have developed our own alternatives. 

We adopted this approach in the past. Last year, we 

bought 50 million chipsets from Qualcomm even 

though we have our own complete chipset portfolio. We 

can live without Qualcomm, but we are still committed 

to working with them.

Intel is a provider of x86 servers. We also have our 

TaiShan servers powered by our Kunpeng CPUs. We will 

redouble our efforts to make our products even better 

over time. If Intel can continue supplying Huawei to help 

us maintain our leading position, then we will still buy 

in huge volumes from them. We hope that Intel's x86 

servers will be able to secure a huge market share in the 

data communications area. We're only looking to obtain 

a tiny slice of the market, so that we will not squeeze 

Intel out. As long as the US is open to Huawei, we will 

keep purchasing huge amounts of US components, even 
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in areas where we have developed our own alternatives.

Our procurement department adheres to the principle 
of not sourcing from only one supplier but from two 
or three at the same time. If there is only one supplier 
for a certain component, we will research and develop 
our own product as a backup. The fact that we have 
capabilities in certain areas doesn't mean we will back 
off from our US partners. We will continue to welcome 
US tech companies with open arms. We won't change 
our stance on this.

Akiko Fujita: And as it stands right now, you are still 
in the wait-and-see mode because some of these 
American companies are still waiting for licenses 
before being able to sell to you. How long can you last 
without anything from the US?

Ren: I don't think we are in a wait-and-see mode. 
Instead, we are making every effort to ensure supply 
continuity. Since the US ban was announced, we have not 
experienced any shipment discontinuity for a single day. 
If US companies were to stop supplying to us altogether, 
our production would not stop for a single day. Rather, 
we would ramp up production. We will face some 
difficulties because we need to switch product versions. 
To do that, we need more staff. This year, we have 
recruited over 6,000 new employees thus far to optimize 
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or replace existing versions. During a version switch, all 
teams – including R&D, marketing and sales, and delivery 
– need to deliver products to customers in new ways. This 
means a bigger workforce and more costs.

There's no lethal risk that threatens Huawei's survival. 
The more advanced a product is, the fewer risks we face. 
We have our own "Plan B". For example, in 5G, Huawei 
is the sole provider of many cutting-edge chips. Our 
optical chips are the most advanced in the world. We 
can live without US suppliers in many areas, but this is 
not what we want. We want to work with US partners to 
jointly fulfill the responsibilities we have of building an 
information society. Huawei is not ambitious. We don't 
want to dominate the world. We only want to work with 
our partners to build an information society.

If Huawei were ambitious, we would have already 
dominated the most profitable markets. Why are we 
working in Africa, in remote regions in the Himalayas, 
and in deserts? We are doing this to serve humanity. 
Commercial interest is not our sole objective.

Akiko Fujita: So, when you say you have hired 
additional staff to work hard so that you can 
continue to move forward, is this to do with the idea 
of becoming increasingly self-reliant? What is your 
goal you have in terms of how much of products and 
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components that you want to produce in-house in the 

future?

Ren: We still have to depend on the rest of the world, 

because no one will succeed on their own in the 

information society. We have to depend on the world, 

including the US, so we hope the US will become more 

open. US government officials don't know much about 

Huawei, and if they come and visit our company, they 

may change their perceptions of us. There are rumors 

that we are struggling to survive, but you can see how 

many people eating in our canteens every day. That 

means our business is going on as usual.

We advocate for openness, and have no intention of 

working alone or isolating ourselves from others. Even if 

we do develop all the components we need on our own, 

we will continue buying components from others. That 

means half of our components will come from ourselves 

and the other half from others. We absolutely won't 

allow ourselves to become the sole supplier of certain 

components by squeezing others out of the market. 

When others stop supplying to us, we will use more of 

our own components. When others resume their supply, 

we will buy more from them. We maintain some supply 

flexibility, and we will never take the path of working 

alone or isolating ourselves from others.

We hope the world will be more open. But first we 
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ourselves must be strong enough so that we will be 
able to survive if others don't open to us. Otherwise, 
we wouldn't be having this interview here today. The 
fact that I'm giving this interview means we are strong 
enough to survive and we will continue to be so. If you 
come by three years later, you will see us still alive and 
you may see more new buildings on our campus.

Akiko Fujita: I want to pick up on that point that 
you just made. You said that if the US could come 
closer and see your company, they would realize 
what this company is all about. Why not just invite 
administration in?

Ren: We always welcome US authorities to visit us. 
Some US politicians drove by but didn't come in, 
and some would rather wait outside while others are 
meeting us. We can do nothing about that. I suggest 
they change the color of their glasses, so that they may 
accept the reality.

People in US industry and academia know more 
about us than these politicians. They should listen 
more to these people, so that they may change their 
misperceptions of us.

Akiko Fujita: Have you extended an invitation 
to the administration? If there are senators and 
administrative officials coming into China, have you 
extended a hand to say, "Come take a look at our 
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company and we can show you that we're not exactly 

as you perceive it to be"?

Ren: Many US senators and members from the House 

of Representatives have visited us, including Rick Perry, 

the Governor of Texas. He once led a delegation 

consisting of a dozen of Republican senators to our 

company, with whom I met and exchanged views. Many 

people from the US have visited us, but it seemed that 

no one was willing to speak for us. I hope more people 

would understand us and speak for us.

Akiko Fujita: Which lawmakers have you met with? 

Just to clarify?

Ren: I can't remember their names, but many senators 

and members from the House of Representatives have 

visited us.

Akiko Fujita: Okay. I want to talk about what is at 

the heart of this. Why has the US said it targeted 

Huawei due to concerns over national security? You 

look at American companies, Cisco, Nortel, T-Mobile, 

and Motorola, they have all accused your company 

of stealing trade secrets and gone to court with 

documentation to back up the accusations. Why should 

those companies or the US government trust you now?

Ren: New technologies are highly complicated. Although 

07
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the US is very strong, it hasn't developed all these 

technologies yet, so they have decided to pick on us by 

focusing on some insignificant issues. We still trust the 

US courts for their rulings. They have made rulings on 

some of our lawsuits and made the right decision on 

behalf of the US government.

We are far ahead of US companies in terms of new 

technologies. Huawei has over 11,500 patents granted 

by the US government, and has over 90,000 patents 

that support the foundation of the information society. 

The US should look more at Huawei's contributions to 

society, instead of finding faults with our weaknesses. 

If that happened, our collaboration with the US would 

become much better.

Akiko Fujita: I guess what I'm trying to get at is, if you 

look at from the US side, there's been a lot of litigation 

against Huawei and there have been multiple 

companies that have come forward with these 

accusations. Can you understand where the distrust on 

the American side is coming from? Whether you agree 

with it or not, given what has transpired over the past 

10 years, can you understand why there's so much 

distrust in the US?

Ren: This is because Huawei is far ahead of the 

competition. The US has been used to being the world's 

No. 1. They will never believe that anyone is better than 
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them. That's why they have this mindset.

Akiko Fujita: And this is my last point on this, but the 

accusation is not based on where you are right now, 

which is the leader in 5G, yes, but that you got here by 

stealing from American companies.

Ren: From the very first day Huawei was founded, we 

have valued intellectual property (IP) and opposed the 

theft of IP. This is because Huawei is a victim of IP theft 

and many individuals in China have stolen our IP. None 

of our litigation related to the US has found that Huawei 

has maliciously stolen anyone else's IP.

Our past success was created by our own hard work. 

Our R&D investment ranks No. 5 around the world 

and we are a non-public company. We don't have the 

problem that the US is imagining.

Akiko Fujita: There are reports that have come out 

over the last few days that suggest you are planning 

significant layoffs over Futurewei R&D in the US. What 

is the future of Huawei's presence in the US?

Ren: First, Futurewei is a US company. According to 

the US Entity List regulations, they cannot send any 

of their R&D results to Huawei and no employees of 

Futurewei are allowed to have any contact with Huawei 

employees. This makes it difficult for us to manage this 

08
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company and collaborate with them. We'd better wait 

for the US's interpretation of the Entity List, or the US's 

removal of Huawei from the list.

The US is home to the world's most advanced science 

and technology. If they are willing to work with us, we 

will increase our investment in technical partnerships. 

Before Huawei was added to the Entity List, we invested 

500 million US dollars into Futurewei in 2018 and 

planned to invest 600 million US dollars in 2019. Now 

we cannot make further investment because we are not 

allowed to engage with Futurewei employees. What is 

our next step? This depends on the US government's 

direction.

Akiko Fujita: Just to confirm, there are layoffs now at 

Futurewei and your R&D center in the US is essentially 

on hold right now because of Huawei being on the 

Entity List?

Ren: Yes. This is all because we cannot engage with 

Futurewei employees. If we cannot even discuss their 

work arrangements, how can they do their work?

Akiko Fujita: Let me ask you about something that 

has been a consistent part of your narrative. I know 

you've heard this over and over, but let's talk about 

your military past as an engineer in the PLA. I know 

09
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historically you talked about how insignificant that 

was when you think about when this all played out. 

But the US administration, which has put you on the 

Entity List, has continuously raised this. How far do you 

think you need to go to convince the administration, 

you know, that there's no tie there right now? I'm 

wondering if you've thought about what more you 

can do and what more Huawei needs to do to get that 

message out.

Ren: First, I've never considered needing to convince 

the US administration of my identity. I believe survival is 

success. In the future, I also won't attempt to clarify who 

I am to the US government. I am a clean man, and I 

don't think it's necessary to ask people to check whether 

I am clean or not.

There are also many veterans working in US 

companies. But do we say that these companies are all 

backed by the US military? I think the US should put 

themselves in our shoes. China has had over 50 million 

veterans since 1970s, and these veterans need to work 

and make a living. The employment of a veteran does not 

suggest a company's relationship with the military. What's 

more, I was just a low-ranking member of the army.

I've never considered trying to convince the US of 

who I am and will not in the future. I don't care what 

they think about me. What matters is that we win 
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markets. No one can rely on others to fight their battles 
and win markets. I don't believe in any gods. I believe 
that we can only rely on ourselves, not anyone else.

Akiko Fujita: I know you've gone back and forth. You've 
been asked this question on whether in fact you would 
be willing to take a call from President Trump. I've 
heard you say before that, you know, "Why would he 
call me?", "He has other things to do", and "We don't 
speak the same language". But I've also heard you say 
recently in an interview that yes, you are willing to 
take that call. Where do you stand on that right now? 
If he calls tomorrow, would you have a conversation 
with the president? In addition to that, I think you 
would get along with the president.

Ren: I think it could be possible. My family has said 
that we seem to have similar personalities, and we both 
sometimes act a little bit high-handed.

We have been communicating with the US 
government, for example, through its District Courts 
in New York and Texas. The US government can 
communicate with us through our lawyers. Is it really 
necessary to ask their big president to make a phone 
call to me? In addition, communication over the phone 
may not be clear enough. They can communicate with 
us through the lawyers.

10
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Akiko Fujita: Huawei is part of the trade conversation. 

Whether you like it or not, President Trump has made 

it a part of that. Since the G20 Summit, there has been 

a back and forth, with the reports suggesting that the 

Chinese government is really pushing the US to reduce 

its pressure, back off on your company as part of the 

concessions from the US side. Are you willing to take 

that role? If the Chinese government asked you to be 

involved in the discussions, would you be willing to 

take part?

Ren: First, the US has filed criminal charges against us, 

instead of attempting to negotiate. The US is a country 

ruled by law, and issues related to law should be solved 

in the courts. I hope the relevant lawsuits will reach their 

conclusions quickly. The procedures are too long and 

slow. I hope our problems with the US will be solved 

quickly through the law. If they need to talk, talk through 

the lawyers with evidence.

Second, we barely sell anything in the US, so the 

trade between China and the US has nothing to do 

with us, and we won't ask the Chinese government to 

negotiate for us.

Trump wants to use Huawei as a bargaining chip 

in his negotiations. If we got involved, the Chinese 

government would have to make concessions for us. 

Why should China make concessions for Huawei? Some 

11
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people comment that the Chinese government could 

trade off something for Huawei. But Huawei didn't 

commit any crimes, so why should they have to save us? 

In addition, negotiations won't help. The US House of 

Representatives has passed a proposal that says Huawei 

may not be removed from the Entity List for at least five 

years. Should we just wait five years? Impossible.

Akiko Fujita: I want to talk about where Huawei's 

business is going. You have a presence in 170 countries. 

I know outside China, Europe has been a big growth 

area. But as a result of the pressure that comes from 

Washington, you faced a lot of headwinds in some of 

the markets. The US is, as you point out, virtually zero. 

Australia has banned Huawei, Japan is now onboard, 

and Europe is still a bit of a mixed picture. Where do you 

see your growth coming from in the next few years?

Ren: First of all, Huawei has stayed customer-centric 

over the past 30-plus years. Our priority has been to 

create value for our customers, and we always put their 

interests first. During this period, we won the trust of the 

majority of our customers. They have been continuing 

to sign contracts with us despite all of the pressure from 

the US, which means they place a great deal of trust in 

us. Huawei is continuing to grow. This just goes to show 

that our customers are not breaking ties with us.

12
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Second, Huawei is leading the world in 5G and also 
in many other areas, so we have full confidence that our 
customers will continue buying from us. The direction 
we are moving in and the pace of our development 
have not changed. We will need to make some 
temporary adjustments over the next two years though, 
as we switch the versions being used for many of our 
components, and it will take time to adjust and replace 
the existing versions. During this transition period, our 
growth may slow down, but from what we've seen, it 
won't be very much. We are continuing to move in the 
direction we have set, and this direction will not change.

Akiko Fujita: What do you mean when you say it takes 
time to switch versions?

Ren: For example, if a company refuses to sell a 
certain component to Huawei, we will have to replace 
it with one of our own. This means that its version 
must be replaced, which will take time. During this 
transition period, we will face some pressure in terms of 
production capacity and volume. All that to say, while 
our growth may decrease over the next two years, it will 
rebound in two or three years.

Akiko Fujita: The operating system is one of the big 
challenges that you see. You recently made some 
comments about the internal, the alternate operating 

13
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system that you've been developing not necessarily 
being made to run on smartphones. If you can't use 
Android, do you have a plan B?

Ren: First of all, I'd like to say a few words about our 
in-house OS Hongmeng. This operating system is 
developed to adapt to future scenarios like the Internet 
of Things, artificial intelligence, industrial control, and 
autonomous driving. The latency of this system is no 
more than 5 milliseconds and sometimes even less than 
one millisecond.

We plan to apply this operating system to IoT 
applications like smart watches, smart TVs, and 
connected vehicles, but for right now, we really don't 
have plans to apply it to smartphones. Huawei has an 
agreement with Google, and we respect their work and 
the achievements they have made. We will only look 
into developing our own smartphone OS when Android 
is no longer an option, but as for now, we don't plan on 
it. IoT is actually a part of the AI industry, which will be a 
huge industry in the near future. 5G will simply provide 
support for it.

Akiko Fujita: It sounds like you are operating under 
the assumption that Google will get the waiver and 
be granted a license to be able to supply Android to 
Huawei. Are you in touch with Google executives at all?

Ren: No, I have not met with executives from Google, 
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but I believe both of our companies are working hard 

to resolve this issue. We are working to develop a 

backup operating system while they are working on 

communicating with the US government. I hope our 

efforts will pay off.

Akiko Fujita: What about your 5G ambitions? Do you 

have to change the expectation a bit as a result of 

these very headwinds that you've talked about?

Ren: No, we have not adjusted our goals for 5G. This 

year, we are expected to ship 600,000 5G base stations, 

which will grow to around 1.5 million next year. Our 5G 

business will not be affected by the US ban in any way. 

None of our 5G components will be affected, either. We 

have already developed all of the high-end components 

we need.

Akiko Fujita: So the base stations, the routers, you can 

continue to make those without any US components?

Ren: That's correct. According to our estimations, 

revenue from our network connection business will drop 

by 2% as a result of the ban, and our consumer business 

will be affected a bit more severely. Of course, the drop 

is the result of comparisons with our goals for this year 

set at the beginning of 2019; our sales revenue will still 

be higher than last year.

14
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Akiko Fujita: Just to clarify, the 2% decline is on the 5G 

equipment? The smartphones? What specifically were 

you referring to?

Ren: This decline will be from the impact of cutting out 

some minor parts of our business. The 5G part of our 

business will not be negatively affected. In fact, it will see 

substantial growth.

Akiko Fujita: Do you see other areas when you look at 

your business and the portfolio Huawei has right now? 

Will you think that you may need to cut? I've heard 

you say on many occasions that maybe some of the 

minor businesses, you need to shed the fat a little?

Ren: First of all, we have not considered any specific 

areas we will cut. We have just considered the specific 

products we will cut in each area.

In Huawei's early years, we had many products. Now 

we have combined our products and have used new 

products to replace and remove many older ones. In 

general, the US ban has had no impact on our business 

continuity or on how advanced the products we use to 

serve our customers are. If the US becomes more open 

and collaborative, Huawei will develop faster and be 

able to contribute more to humanity.

Akiko Fujita: When you say some of the products that 

you may not need, what are you referring to?
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Ren: I was referring to low-end and outdated products. 

We have many such products. We have reviewed these 

products. Now one new product can replace dozens 

of outdated products. After these older products are 

replaced, we will only provide spare parts for these 

products to our customers.

Akiko Fujita: I want to ask you about something that I 

think is quite personal for you, which is your daughter, 

arrested back in December. You are a father. You've 

seen your daughter going through this legal ordeal 

for several months now. She's in Canada. 24-hour 

surveillance and ankle bracelet. What do you think as 

a father, as you see what has been playing out over in 

Canada?

Ren: First of all, we have faith in the law. Under the law, 

we believe the case will be addressed based on facts and 

evidence. Emotions cannot resolve anything. The case 

must be addressed by law. As the legal procedure takes 

a relatively long time, we have to wait. There is no better 

alternative.

Akiko Fujita: Do you talk to her often?

Ren: When I call her, she sometimes says they are 

eating hotpot, or making dumplings or noodles. She said 

she was busy with work for decades, and rarely had the 

15
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chance to relax that she has had in recent months.

Akiko Fujita: What did you tell her about, amid all 

those uncertainties, how she approaches all these? 

What advice did you give to your daughter as a father?

Ren: The only solution is to resolve the case through 

legal procedures. Such a big international issue cannot 

be solved through individual efforts. We believe the law 

is fair, just, open, and transparent, and our defense is 

based on facts and evidence.

Akiko Fujita: How hopeful are you that it will be 

resolved and your daughter will not be extradited to 

the US?

Ren: It's not just that my daughter should not be 

extradited to the US, but that she should be freed and 

acquitted of all charges. She is completely innocent and 

it was a mistake to arrest her. But we need to wait for 

the court's verdict.

Akiko Fujita: I want to go back a bit from talking 

about Huawei to what has been playing out in China. 

Over the last several years, we have seen big growth 

in tech here in China. You know all the big names, 

Alibaba, Baidu, obviously Huawei in the mix. Despite 

that success, though, there are all those skeptics who 

say that those companies grew because they had no 
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competition, and that Western companies could not 

operate here without a joint venture in place. Is it 

time to open up the markets for the likes of Google or 

Facebook, so that you can actually come forward and 

say, "Look, we competed against the best and became 

the best"?

Ren: We have very good partnerships with Google, 

Facebook, and many other tech companies, and we 

are growing together in the world. Personally, I would 

like to see a more open market, but this is decided by 

the governments. For example, the US government 

has the sovereign right to close its doors to Huawei. 

We will try to persuade them to be more open and 

less conservative, but the decision is still made by the 

government. It's the same here. You can also try to 

persuade the Chinese government.

Akiko Fujita: Do you think that this cloud will still hover 

over these companies until the Chinese government 

opens its doors to some of these companies? Yes, these 

companies have grown in their own ways and yet you 

continue to face skeptics who say you are only this 

great because the market is not open. Is it time for the 

Chinese government to change its stance, and open 

up the market more to Western companies, especially 

tech companies?

Ren: The premise behind these questions is wrong. 
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Huawei has been facing fierce global competition ever 

since it was founded. In the 1980s, 100% of China's 

communications equipment was supplied by foreign 

vendors, mainly eight vendors from seven countries. 

These included NEC and Fujitsu from Japan, Lucent from 

the US, Alcatel from France, Nortel from Canada, BTM 

from Belgium, Siemens from Germany, and Ericsson 

from Sweden. We grew up in the small crevices between 

these Western giants. How could you say we didn't 

experience full competition? The story is similar in the 

enterprise communications market, where Cisco used 

to dominate the world and we started from scratch. But 

this year, we surpassed Cisco. This is not because Cisco 

yielded to us, but because we have grown strong by 

ourselves, tempered through full competition. No one 

has ever protected us, and we don't expect anyone to 

protect us in the future.

Akiko Fujita: Can I get two more questions? What 

time is it? Can I just ask one more question though? 

Yesterday, we had a chance to walk around the 

campus and talk to some of your employees, and one 

of the conversations really struck me because there 

was a researcher who said, "Look, I came to Huawei 

because it is committed to cutting-edge technology, 

but I worry that the technology that I'm developing 
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here could be misconstrued as a national security 

concern", that essentially, he feels the weight of the 

pressure that's coming from the US. What do you 

say to your employees who are wondering what this 

means for the future of the company and how they 

should push forward under all this pressure?

Ren: In fact, our employees have become more 

confident. I think this employee said that because he 

feels his work results are too advanced and too good. 

He may be proud of himself, and is indicating he has 

made great achievements in an understated way. I 

think this employee should be praised, as he is proud 

of himself. He believes that the US sees us as a threat 

only because we are too advanced. Of course, this is my 

personal interpretation. I don't know him.

We are very open at Huawei, and allow all kinds of 

ideas and voices. Huawei has an online forum called 

Xinsheng Community, where many people criticize me. 

Huawei's Blue Team, an adversarial wargame team 

within the company, once published an article called 

The Ten Sins of Ren Zhengfei; ten sins, not ten mistakes. 

And we responded by asking the whole company to 

study this article. We are not afraid of mistakes. We just 

correct them and make progress. We are open and free 

at Huawei.

It's the same for you here. You can interview anyone 



261

Ren Zhengfei's Interview with Yahoo Finance

on our campus. If you have doubts, you can randomly 

pull someone aside in the canteens and ask them to 

take you to the Huawei employee apartment buildings. 

If their key can open the door, it will prove they are a 

Huawei employee, not pretending. By interviewing them, 

you will get a lot of genuine information.

I would like you to talk with all our employees. Our 

company allows employees to make some mistakes 

when communicating with the media. It's fine as long 

as 60% of what they say is right, and by "right", I mean 

what they really think. Currently, 70% of the international 

media coverage towards Huawei is negative, and the 

remaining 30% seems to be neutral. These media 

outlets do not view us positively, but at least they are 

friendly to us. Even if 40% of what our employees say 

is wrong, as long as they keep communicating, they will 

help turn these negative media reports into neutral ones. 

So it's a good thing. It doesn't matter if they make some 

mistakes. We encourage them to speak out about their 

real experiences and thoughts.

Krystal Hu: It seems like Huawei has been making 

preparations for the crackdown from the US 

government and to some extent, you have foreseen 

the tension between the two largest economies in the 

world. Do you think you will stay in this condition for a 
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while? What's your judgment of the situation?

Ren: Actually, we are not making preparations for the 

pressures coming from the US. Instead, we need to push 

for continuity and stability across the entire industry. We 

want to ensure that none of our products come from a 

single supplier; otherwise, a fire or some other disaster 

could cause us to collapse. That's why we have backups. 

These backups are not intended to cope with the US 

pressure.

Despite the attacks from the US, we are not hostile 

towards them. Instead, we think we should learn from 

US tech companies, and remain on friendly terms. Right 

now the US is not acting friendly towards us, but we are 

putting up with it. The US has a strong mechanism for 

self-correction, and they will soon get back on track. We 

will continue to remain friendly towards the US.

We have nothing to do with the trade frictions 

between the US and China. I haven't personally looked 

into these frictions. I only pay attention to advanced 

technologies from the US, not politics or anything else 

like that. Nor do I care much about what conflicts they 

have. What I do care about is focusing our efforts on 

researching and resolving customer issues. That's why 

now we have won great recognition from our customers. 

Sometimes, the US puts a great deal of pressure on us, 

but our customers have stuck with us and continued 
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buying our products. That means they understand and 
trust us.

As for how long the conflict between the US and 
China will last, I think that all depends on the level of 
mutual understanding between the two countries. If the 
two countries could understand each other and come to 
a compromise, this problem might be easily resolved. If 
either of them tries to put the other at a disadvantage, 
this situation that we're in will just continue to exist for a 
long time.

We can tolerate the unfriendly international 
environment. So big changes to the external environment 
will have no impact on our internal operations. Over 
the past 30-plus years, we have gone through wars, 
epidemics, economic collapses, financial crises, and many 
other difficulties. We have been through many ups 
and downs. The world is unbalanced, and I think these 
challenges were tests for us. This time, it is the biggest 
test we have undertaken yet. Will we survive? Definitely.

We will remain friendly to the US. We will not hate 
the US just because several of its politicians are attacking 
us. The US is a great country. It has transformed from 
largely wilderness into such a developed country within 
just 200 years. This is really a great accomplishment.

I hope that China will also contribute to the world. 
The progress of humanity won't be a zero-sum game. 
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If we run out of food, we don't have to catch all the 

fish in the sea, and we just have to learn to farm them 

sustainably.

AI will help increase, not reduce, the wealth of 

human beings. No countries will be plunged into war 

just because of lack of food or uneven distribution of 

wealth. The possibility of war will be slimmer. People will 

become increasingly reluctant to fight over a lunch box. 

Or at least I don't want to have a lunch box.

Akiko Fujita: We're trying to get to the material impact 

to the company as a result of Huawei being added 

to the Entity List. You said before that 30 billion US 

dollars is the number you've put on the company in 

terms of the impact from this designation. Does that 

number still hold?

Ren: I think the Entity List is actually a good thing 

for our company. It's not a bad thing. In the past, our 

employees turned a deaf ear to our training. Many 

employees enjoyed their life in their comfort zone. They 

earned a lot, and often spent extravagantly. More and 

more employees were not fully committed to their work.

The Entity List has injected a sense of crisis in our 

employees, and inspired passion across the company. 

This has provided an opportunity for us to reposition 
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underperforming managers and replace them with 

outstanding young employees. This has helped increase 

our vitality. In this sense, the Entity List is not a negative, 

but a positive thing. It has motivated our team.

Of course, it would be better if Huawei were removed 

from the Entity List. But even if that doesn't happen, 

we will not face too much pressure. Some say that 

removal may not happen for five years, but will we 

even need the removal by that point? I don't think so. 

The US delayed the ban on Huawei by 90 days, but this 

has done nothing good for us. Originally, the Entity List 

stated that many spare parts and components are not 

allowed to be sold to Huawei. After the 90-day delay, 

the Entity List covers a wider scope, and it even intends 

to include academic organizations, standards bodies, and 

universities. We must get mentally prepared. If the ban 

were delayed by five years, there might be even greater 

attacks against us.

Despite their attacks, we will not hate the US. If we 

keep chomping away at the grass like sheep, we will 

just get fat. The US is now chasing us like a wolf, so we 

have to start running. This will help us get fit again and 

become more effective.

Akiko Fujita: I want to try to put a number on this 

though. The material impact, is it still 30 billion US 

dollars?
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Ren: In Q1 of next year, we will release our 2019 
financial report. At the end of July, we will announce 
our H1 business results. But they do not represent our 
annual financial report. In H1 of this year, we enjoyed 
high-speed growth for about four months. Following 
the May 16 ban, we continued growing due to the 
momentum we'd built up previously. Our H1 business 
results should be very good, but we will see real material 
impact in the second half of the year.

We will release our new financial report in Q1 next 
year. I believe the results will be quite good.

Krystal Hu: We have seen many US technology 
companies like Amazon and Microsoft working directly 
with the US government and the military. They sign 
contracts with the US military. Why is Huawei so 
sensitive and unwilling to work with the Chinese 
government and the military?

Ren: First of all, the nature of our work is totally different 
from that of the military. We develop communications 
products for civilian use, not for military use. So we don't 
work with the military. The military tends to invest in 
R&D regardless of costs. They can put all their money 
in a single thing. Reaching targets is their top priority. 
We cannot spend money recklessly on something 
unwanted by the market; otherwise, our mobile phones 
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will sell poorly. We value totally different things from the 

military, so we don't need to work with them. Some US 

companies can work with the military, because the US is 

so powerful. They can cooperate with each other as long 

as they want.

Second, there is a big gap between military and 

civilian industries. Military components are generally 

developed regardless of costs. Who can afford to install 

these components? Mobile phone technologies are 

actually very complex, but they are still cheap. The 

ways the military and civilian industries work are totally 

different. The military will spare no expense to develop 

a product, even if they just need a couple of them. At a 

country level, they may need only a few hundred or a 

few thousand of the product. Taking the atomic bomb 

for example. The US just has a few thousand of them. 

Generally speaking, civilian and military industries are 

totally different in terms of R&D, operating methods, and 

objectives. Military research is not suitable for civilian 

products.

Akiko Fujita: Given the environment that we're in right 

now, I've heard a lot of people refer to this as a new 

Cold War, saying that there's a digital iron curtain 

going up as a result of what the US has done moving 

forward on pressuring the Chinese in trying to sort of 
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constrain the technology. Is that where we're headed 
right now?

Ren: We've never wanted to curb the development 
of foreign companies. We communicate with 
companies, universities, and competitors in a friendly 
and transparent manner. We even keep open lines of 
communication with companies like Ericsson and Nokia.

We prefer to collaborate with the rest of the world in 
an open and friendly manner. Although the US is giving 
us a hard time now, if they stop doing so, we can still 
be friends. We will continue to buy components from 
US companies. However, we have to be more cautious. 
In the past, we were comfortable with signing 10-year 
contracts with US companies, buying large quantities 
of goods from them. But now, we have to sign smaller 
contracts on a rolling basis. In case they no longer sell 
us certain components, all the other components will 
become useless. By singing smaller contracts on a rolling 
basis, we will be able to more easily bear the losses 
caused by a supply problem.

Akiko Fujita: One of the legal cases that I didn't ask 
you about is the one involving our parent company, 
Verizon. I know that you filed a lawsuit or sent some 
letter demanding one billion US dollars in licensing for 
your patents. I'm wondering why you decided to do 
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that now. Can you help us understand the timing of it?

Ren: The timing wasn't taken into account when we 
made that move. Charging IP royalties is a standard 
international practice. We aren't even charging Verizon 
that much in licensing. People are saying the rates we 
chose are quite low. Verizon has never bought anything 
from us, but they are using many of our patents, so 
they should pay us royalties. Paying royalties could even 
galvanize them to solve some of their own development 
problems, so why are they choosing to delay the 
payment? Moreover, the US is a country governed 
by the rule of law. If a US company refuses to pay IP 
royalties, the US's reputation around the world will be 
negatively affected. Moreover, many non-US companies 
use US patents. If other countries follow suit and start 
to refuse to pay royalties, then it will be the US that will 
suffer the most, not China.

Akiko Fujita: One of the things that I have noticed 
walking around campus was the image of the aircraft. 
You've talked a lot about this aircraft being able to fly 
despite having holes in it. Why have you chosen that 
aircraft to represent Huawei? Why this symbolism?

Ren: I stumbled upon this image on wukong.com. I 
saw it on the Internet shortly after the US put us on 
the Entity List. I had the feeling that it resembled us so 
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much, seriously injured with wounds all over our bodies 
and with only our hearts beating. The aircraft was able 
to fly home. I believe we will also be able to fly home 
and land safe and sound. That's why I picked this photo. 
When I posted it on Xinsheng Community, many people 
had the same feeling, and it began circulating widely.

Akiko Fujita: I know from conversations this morning 
that you had identified US-China tensions as a risk 
more than 10 years ago. I'm wondering what the 
catalyst was.

Ren: This narrative was made up by some employees 
trying to explain what we did in the past based on what 
is happening today. When we decided to make our 
own chips, we didn't do it to address possible conflicts 
between China and the US or between Huawei and 
the US. Huawei has always been learning from US 
companies and personally I am a fan of the US. I admire 
US culture, management practices, and technologies. 
When we started to make chips, our purpose was not to 
guard against the US.

It was because we believed it was essential to engage 
in some research if we wanted to develop and stay 
at the forefront of society. We invest heavily in basic 
research and we have many scientists. People may 
wonder why Huawei needs so many scientists and why 
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Huawei spends so much money funding university 

research.

This is because the world is developing so fast, and 

it takes less time to translate theories into products. By 

staying ahead, we can earn more money. With this extra 

money, we can continue to invest. That's how we have 

developed into what we are today. Our technologies are 

a lot more advanced than the rest. In fact, they are too 

advanced for customers to resist even if our prices are 

higher.

Akiko Fujita: Is there a particular company or a 

business leader that you really admire in the US?

Ren: I admire a lot of them. There are many great 

business leaders in the US. I admire the leaders of 

Google, Amazon, and the like. I'm also a big fan of Bill 

Gates and Steve Jobs. My younger daughter is a huge 

fan of Mr. Jobs. On the day he passed away, she was 

still a little girl and proposed that we have a moment of 

silence to mourn him, and we did.

Why do we have so much admiration for the US? Just 

think about how the US has become so powerful. All 

the US giants used to be small companies. They became 

what they are today by adjusting their structures and 

changing managers along the way, step by step. When 
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I first heard about Microsoft and Apple, they were still 

very small. Huawei was of course even smaller, maybe 

smaller than half a sesame seed.

When a company is small, it must ensure that its 

internal structure is extremely fine-grained and stable. 

By doing so, it can remain stable as it grows bigger. We 

also started out as a small company, and became what 

we are today by optimizing and overlaying our structure 

time and time again. Today it may seem that Huawei is 

a "fortress" that cannot be demolished. This is because 

the path we took as we grew from a small company is 

similar to the way small companies in the US grow. We 

are able to fight huge battles. We can get used to the 

pressure even if the sanctions become the norm for us. 

In this sense, we are similar to US companies.

Second, I was once an army man. From watching 

movies about D-Day, I learned that 78,000 soldiers from 

the Allied forces died during their attempt to seize the 

beach. I once went to Normandy to visit the American 

cemetery. I have also visited the American cemetery in 

Manila of the Philippines. I learned how the US treated 

soldiers who had made contributions. These are both 

good examples to follow. We should also learn from 

US companies. Based on what we've learned, we can 

reinvent ourselves. We adopt a completely open model.

When you are here, you might notice that Huawei 
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is not like a Chinese company at all. Except for our 

canteens and all the Chinese faces, it's more like 

a Western company. We have absorbed the good, 

advanced elements of the Western culture. Isn't our 

corporate culture like Protestant culture? We have 

actually learned a lot from US companies, so the US is 

our teacher and we should thank it.

Nevertheless, American IT companies have made 

several major mistakes during their development.

First, during the 1990s, after digital circuits and 

wireless technology emerged, the US thought it was 

very powerful and tried to force the adoption of CDMA. 

Qualcomm was a leader in CDMA and raised the 

threshold too much, so the world didn't support it. The 

US also tried to force the adoption of WiMAX (Worldwide 

Interoperability of Microwave Access), aiming to turn 

computer technology into communications technology. 

They didn't realize that computers are about local 

area networks and communications are about global 

networks. The development of the standards for the 

global communications system is attributable to dozens 

of years of efforts made by tens of thousands of 

engineers who worked together in the ITU (International 

Telecommunication Union). When trying to challenge 

the world, American communications vendors took 

the wrong path. That gave rise to 3GPP, which resulted 
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in the collective decline of these US companies. Their 

decline was not because of Huawei's rise, but because 

they were moving in the opposite direction of the world's 

development.

Second, the x86 CPU developed by the US was 

originally in a dominant position. However, due to 

Arm's breakthroughs in architecture, a new competitive 

environment formed for CPUs.

Third, the Internet developed too fast, and the US 

has established the world's largest and most competitive 

ecosystem. However, this doesn't mean ecosystems in 

other countries and regions cannot grow.

Following the emergence of these three "tracks", 

humanity started moving toward AI. The Internet of 

Things is a part of AI, which needs low latency. Today, 

in edge computing, people may object to the Von 

Neumann architecture. However, in AI and the big 

clouds of the future, this architecture will continue to 

be used. It involves supercomputers, including super-

large-scale storage and super-fast connections. The US is 

abandoning 5G. Even if they have supercomputers and 

super-large-scale storage, the US might still fall behind 

because they don't have super-fast connections. All 

three of these things are indispensible. For that reason, 

a new breaking point will appear. These breaking points 

will leave the US behind. 5G boasts high bandwidth 
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and high uplink speeds. Previous generations like 4G 
mainly connect individual users, so that is B2C business. 
In contrast, 5G connects enterprise operations, so that is 
B2C and B2B. The high uplink speed of 5G is conducive 
to the realization of industrial automation, AI, and 
connected vehicles.



276

Ren Zhengfei's Italian Media Roundtable

July 18, 2019 Shenzhen, China

Ren Zhengfei's Italian Media 
Roundtable



277

Ren Zhengfei's Italian Media Roundtable

Welcome to our company, everyone. I am very glad to 
be here with all of you today. I have always found Italy 
to be a beautiful country. I like Italy very much. Feel free 
to throw your hardest questions over to me, I will be 
honest in my responses. Thank you!

Agenzia Nazionale Stampa Associata (ANSA):  Before 
last December, you seldom talked to the media, 
including the Chinese media. You had taken only 
two or three interviews in the previous 10 or more 
years. But after your daughter Meng Wanzhou 
was detained by Canada, you communicated with 
the media more often. Could you please tell us the 
reason? In addition, from your perspective, how will 
your daughter's case end?

Ren: First of all, I am not a man who doesn't like to talk. 
I give a lot of speeches internally at our company. How 
could I lead the company as a leader? I give a lot of 
speeches. I just didn't talk with the media that much in 
the past.

Following the Vancouver incident, the US filed a 
lawsuit against us in the United States District Court for 
the Eastern District of New York and then added us to its 
Entity List. After that, almost all international coverage 
about Huawei was negative. We felt like we were facing 
quite a bit of prejudice.

01



278

Ren Zhengfei's Italian Media Roundtable

So I feel that I had the responsibility to stand up and 

talk more to the public during times of crisis, to remove 

some of the dark clouds hovering over the company 

and bring back some light and hope. Today, our skies 

are brighter and things don't seem as dark as they did. 

30% of media reports on us are now positive even if the 

remaining 70% are still relatively negative.

Second, the US is very powerful and its voice resonates 

around the world. People tend to believe whatever it says. 

Because of this, we have faced a lot of pressure. I have 

the responsibility to stand up and speak out. By doing so, 

I can:

First, boost customer confidence in us, helping 

reassure them that we won't collapse and we will be 

able to continue serving them.

Second, strengthen supplier confidence, letting them 

know we can survive and will be able to pay them back 

if they sell components to us.

Third, strengthen employee confidence, so that they 

will continue working hard, knowing the company will 

survive. Even though the US is cracking down hard on 

us, we are still quite strong.

Last but not least, by speaking out, I help convey 

the truth about Huawei so that the world as a whole 

can better understand us. In the past, no one made 
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accusations this severe against us, so we didn't have an 

opportunity to spread our message as widely. Today, the 

US's sharp accusations are giving us this opportunity 

to explain ourselves and show the public who Huawei 

really is.

In terms of public opinion, we can see that about 

30% of people understand us while the remaining 70% 

still don't. So we must keep on talking.

Everything I have done over the past few months has 

not simply aimed to save my daughter, but also to save 

my company. That's why I feel the need to stand up.

Corriere della Sera:  Are you still the CEO and leader 

when your company is in a critical situation now? 

Regarding 5G rollout and network infrastructure in 

Europe, Huawei has not supplied much equipment 

for core networks there. Do you think this will change 

in the next several months or even years? If Huawei 

is still excluded from core networks, will this delay 5G 

rollout in Europe?

Ren: First, in such a critical situation, I am still the 

most fit to serve as CEO. I have the ability to lead our 

company out of darkness and move towards a bright 

future. Huawei will keep growing even without the 

support of the US. We have what it takes to stand on 
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our own and thrive as a global leader.

Second, in Europe, which 5G vendors to choose is 

up to the individual countries and carriers in the region, 

based on their own interests. We can't make that 

decision for them.

Let me explain a little bit about 5G first. Then I will 

talk about how 5G will benefit Europe.

5G is not simply an extension of 4G. 2G, 3G, and 4G 

are, in essence, B2C businesses that connect people to 

networks. At present, network upload speeds are quite 

low, even though download speeds are high. On existing 

networks, uploading images is very slow. In autonomous 

driving, for example, the only way to ensure people's 

safety is if the network can transmit tons of images 

every second. Existing networks simply cannot support 

this type of industrial automated control.

5G bandwidth is 10 to 100 times larger than that 

of 4G, so uplink bandwidths can be ultra-high. 5G is 

also different from 4G in terms of data transmission 

architecture. 5G will support both B2C and B2B. The 

second B in B2B refers to high-speed trains, cars, 

aircrafts, and the automated production of Industry 4.0.

There are two types of architecture for 5G.

The first is the non-standalone (NSA) architecture, 

where 5G coexists with 4G. For example, a 4G 
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smartphone can run on this kind of 5G network. The 

NSA architecture only provides higher bandwidth than 

4G, but it cannot support industrial automated control. 

A 5G core network supporting both 4G and 5G systems 

can continue using 4G architecture.

The other architecture is the standalone (SA) 

architecture, where only 5G exists. This model doesn't 

have to support many 4G systems, so its terminals and 

system equipment are very simple. This means uplink 

speeds will be superfast, with a millisecond-level latency. 

Equipped with this kind of 5G network, a doctor in Italy 

can remotely guide a heart surgery in a rural hospital in 

China. What the Italian doctor sees, for example, how 

fast the scalpel is moving, must be in sync with what's 

really happening on site. The Italian doctor wouldn't be 

able to operate if the network failed to transmit images 

in real time.

All of you work in the media sector, so you must 

have seen the trails left behind fast-moving objects 

on your screen before. This is caused by high network 

latency, and it can be solved by the 5G SA model. 5G 

SA networks require our new type of core network 

equipment.

In a 5G network, information packages that are 

transmitted through base stations or transport networks 

will not be opened, so these two layers do not cause any 
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information security issues. Information packages aren't 
opened until they reach the core layer of the network.

The UK's Prime Minister Theresa May has said that 
the UK can buy Huawei products for non-core parts of 
their networks. This makes sense. After recent debate 
though, some members of UK Parliament concluded 
that the UK may only be able to stay far ahead if the 
country chooses to deploy Huawei's core technology. 
Ultimately, the decision is in the hands of individual 
European countries and carriers.

In China, the 5G licenses that have been issued as 
well as the 5G networks that are being built by carriers 
use the NSA model, where 4G and 5G coexist. Huawei 
is right now the only company in the world that can 
provide 5G SA solutions. According to China's Bidding 
Law, bidding for these kinds of products can only 
begin when there are three qualified vendors who can 
compete, so China won't start deploying 5G SA networks 
until next year. We are still waiting for Qualcomm to 
catch up.

La Repubblica:  The US may stop its supply of key 
components to Huawei anytime, including chips, 
servers, and software. That is like sentencing a tech 
company to death. Is Huawei strong enough to be 
independent from these US suppliers? How can you 
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achieve independence? And how long will it take?

Ren: We can stand on our own right now. We don't 
need to depend on the US to continue serving our 
customers. The more advanced a system is, the more 
capable we are of standing on our own. Of course, we 
haven't continued developing components for some 
of our old, outdated products. There might be some 
impact on them. But we can use new products and new 
technologies to replace these old products and continue 
serving our customers.

La Stampa:  We visited Huawei's Exhibition Hall for 
Virtual Restricted Shares today, and got to know 
that you have veto power. If the Communist Party of 
China or the Chinese government requests Huawei 
to implant backdoors in your network equipment or 
devices, can you exercise that power?

Ren: Of course I can, and I will certainly veto against 
this. As you might have seen, at the Munich Security 
Conference, Yang Jiechi, a member of the Political 
Bureau of the Communist Party of China (CPC) Central 
Committee and Director of the Office of the Foreign 
Affairs Commission of the CPC Central Committee, made 
it very clear that the Chinese government never requires 
companies to implant backdoors. Premier Li Keqiang 
then reiterated this position at a press conference 
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following a recent session of the National People's 
Congress. Recently, when Premier Li visited our booth at 
this year's 16+1 Summit in Croatia, he even directly told 
our staff not to implant backdoors. This is testament to 
their support for us when it comes to never implanting 
backdoors in our equipment. We have confidence in this, 
and please be assured that we can sign "no-backdoor" 
agreements with any country.

Second, if we implanted backdoors, then no one 
around the world would buy our equipment. If that 
happened, our company would go bankrupt and who 
would pay our debts? Our employees could leave 
Huawei to start their own businesses, and I would have 
to stay to pay the debts by myself. Do you think that is 
what I want? No!

Il Sole 24 Ore: My first question is about your daughter 
Meng Wanzhou. Are you still worried about her? How 
do you think this case will end? The second question is 
about information security. There are many allegations 
around the world that relate Huawei to information 
security, security issues, and backdoors. What's your 
response to these allegations?

Ren: First, my daughter's case should be handled by 
courts, because courts make rulings based on facts and 
evidence. I believe the courts will make fair, just, open, 
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and transparent rulings on her case.

Second, Italy and Germany have proposed establishing 
unified cyber security standards across Europe. I think 
every vendor should receive the same kind of security 
checks. Huawei has been subject to the most stringent 
checks in the world, but not a single security problem has 
been found so far. I think other vendors should be subject 
to the same checks. That is the only way to ensure 
security in Europe.

Agenzia Giornalistica Italia:  In a recent interview, I 
heard you mentioned that due to US export controls, 
Huawei's revenue may decrease by 30 billion US 
dollars. How do you think Huawei should adjust itself 
under this circumstance? Do you have a Plan B?

Ren: We won't have any problem surviving due to the 
US attacks against us. But we have to replace some 
versions of our products, and it will take some time 
for the new versions to fit in. I once said our expected 
revenue may decrease by 30 billion US dollars from 
135 billion to around 100 billion, but this is the worst 
case scenario. Our revenue may decrease less than that 
because of the efforts of our staff. You have come and 
seen in person that our company is very healthy, and all 
departments at Huawei are functioning properly.

06



286

Ren Zhengfei's Italian Media Roundtable

EURACTIV:  Thank you for receiving our interview. I 
don't know whether you have heard about Ursula 
von der Leyen, the newly elected president of the 
European Commission. What's your view on the future 
of relations between the EU and China?

Ren: I'm not very familiar with the newly elected 
president of the European Commission, but I have seen 
her on TV. She has a strong presence. And I believe 
Europe will make strong strides as well.

Europe must simplify its trading process. China is a 
huge market. Starting last year, China has begun to cut 
tariffs on many commodities like luxuries and clothing. 
Europe, including Italy, needs to seize this market more 
rapidly. Consider automobiles, for example. China is a 
large consumer of automobiles and the tariffs on them 
are dropping. To seize more of the Chinese automobile 
market, Europe should not simply bind themselves with 
the US.

As we all know, the world's best cars are European 
cars and the most affordable cars are Japanese cars. US 
cars don't have any advantages in either quality or cost. 
If you can hold the Chinese market for the next few 
years, US automobiles will find it more difficult to enter 
the Chinese market.

China has applied technologies from Germany, 
France, and Japan, as well as some of its own when 
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building its high-speed railways. This means huge 

opportunities. China also has a huge demand for 

aircrafts. Europe should invest more in aircrafts to enter 

the Chinese market.

Chinese and European economies are complementary 

in many aspects. We can leverage this short window 

of opportunity to drive the rapid development of trade 

between the two sides. After the fight between the 

US and China is over, the US will find that the Chinese 

market is fully occupied by its allies. Europe should 

not follow in the footsteps of the US; instead, it should 

impose fewer economic sanctions and strive to expand 

room for its economic and trade development. Social 

stability depends on whether people's living standards 

are improved. Europe doesn't need an ideology; what 

it needs is to improve people's lives, especially those at 

the lowest rungs of society. This will help prevent social 

unrest and revolts. With a solid foundation for growth, 

Europe will surely continue to prosper.

La Repubblica:  European telecom carriers are being 

pressured by the US government to ban the use of 

Huawei equipment, but according to the information 

available so far, the Italian government is still willing 

to continue working with Huawei. In your view, is 

the European market, including the Italian market, 
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important to Huawei's business? Do you think that you 

will ultimately succeed in the European market?

Ren: First, Europe is very important to us. That's why we 

have invested heavily in this market. We view Europe as 

our second home market. Second, many carriers have 

been working with Huawei for more than 20 years. 

Despite huge pressure from the US, many carriers still 

choose to buy our equipment. This shows that they 

place great trust in Huawei. We are confident that we 

can build excellent networks for Europe.

ANSA: Many people say that Huawei is not transparent 

in its ownership structure or management. We didn't 

know that you hold only 1.14% of Huawei's shares 

until you voluntarily disclosed the figure. To improve 

this situation, will you consider going public in Hong 

Kong? My second question is: From a management 

perspective, have you planned for succession?

Ren: We remain fully transparent. Our financial reports 

are audited by KPMG, an independent third party. 

This means we are actually as transparent as listed 

companies. I really don't know what else is needed to 

prove our transparency. I think it is unnecessary to go 

public in Hong Kong just to appear more transparent.

Huawei has been moving forward in an iterative 

09



289

Ren Zhengfei's Italian Media Roundtable

manner. Later I can share with you my speech to the 

Representatives' Commission, where I explained our 

corporate governance structure and succession. I believe 

that Huawei will continue to grow steadily. We welcome 

you to visit us regularly so you can see how we grow. 

We will not collapse; we will grow even stronger.

Agenzia Giornalistica Italia:  You recently met with 

Prime Minister Conte at the Second Belt and Road 

Forum for International Cooperation in Beijing. How 

did that meeting go? How do you view the skeptics of 

Huawei's 5G products in the Italian government? Does 

Prime Minister Conte believe that Italy should keep 

Italian data in its own hands?

Ren: I had a very friendly meeting with Prime Minister 

Conte, and he places great trust in Huawei. A small group 

of people in Italy may be skeptical of Huawei. We totally 

understand that. Actually, there are people in China 

who also have their doubts about Huawei. It's perfectly 

normal that people have different opinions. For Huawei, 

what matters most is that we do our own job well.

Corriere della Sera:  First, don't you think you should 

negotiate with the US government regarding its 

attacks against Huawei, such as the arrest of your 

10
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daughter and the Entity List? Or can you make your 
source code more transparent? My second question 
is, will you withdraw your investment from Italy if 
the Italian government exercises its veto power given 
by the Golden Power Law or imposes more political 
restrictions on Huawei's business in Italy?

Ren: First of all, we do communicate with the US 
government. The US government already sued Huawei 
at its District Court for the Eastern District of New York, 
and we also sued the US government in a district court 
in Texas. These lawsuits are how we are communicating 
with each other using legal means. The US is a country 
ruled by law. I believe the best form of communication 
with the US is through legal channels.

Second, the adoption of the Golden Power Law will 
make doing business in Italy complex. Huawei doesn't 
have any of this kind of problems, so it's unlikely that we 
would be found problematic when the Golden Power 
Law is adopted. We have full confidence that the Italian 
government will not exercise its veto power against 
Huawei.

Il Sole 24 Ore:  According to Italy's Golden Power Law, 
only non-EU telecom equipment vendors will be subject 
to stricter reviews. Nokia and Ericsson can be exempted. 
Do you think Huawei is a victim of discrimination?
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Ren: No, I don't think this is discrimination against 
Huawei. We don't have any problems, so we actually 
look forward to more reviews of our equipment; it will 
only show that we don't have any problems. Huawei is 
already subject to the strictest reviews in the world. We 
are not afraid of one more.

La Stampa:  First, Huawei has been operating in the 
telecom market for many years. Nobody talked about 
security when 4G appeared. Why has 5G caused 
so many concerns about cyber security? Second, 
personally, I believe in addition to the technology itself, 
the discussion around 5G should be about trusting 
Huawei. President Trump has portrayed Huawei or 
you as the "Prince of the Devils". Why should we trust 
Huawei?

Ren: Why has 5G caused so many concerns? The US 
is a global leader in 3G and 4G. However, Huawei is 
leading in 5G; this is hard to accept for some people.

The Chinese government has made it very clear 
that it does not require Chinese companies to install 
backdoors. Huawei equipment does not contain any 
backdoors and can pass strict reviews by governments. 
We basically don't have any networks in the US, nor do 
we intend to sell our 5G products there anyway. How 
could we possibly threaten its national security? We 
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don't understand why they are so concerned.

As for the "Prince of the Devils" you talked about, 
you can clearly see me now. Do you think I'm like the 
devil? You can see for yourself.

La Stampa:  I don't think you look like a devil, but I still 
feel a little scared of you.

Ren: Not all countries in the world will exclude Huawei. 
The countries that embrace Huawei will achieve great 
success. History will show that Huawei will make great 
contributions to the countries that trust us. Therefore, I 
don't think we should be worried that Huawei has been 
called a devil. I've always believed that President Trump 
is a great leader. He is not a devil. Neither am I.

EURACTIV:  Wang Weijing, a former Huawei employee 
in Poland, was accused of conducting espionage and 
detained last December. He has not gone on trial yet. 
Do you think he will get a fair trial?

Ren: We don't know what he did. We require our 
employees to stick to business-related activities. If this 
employee engaged in other activities in this country, and 
if there's evidence to prove it, the country can exercise 
its sovereignty. We will only know what really happened 
after the trial, then we can go from there.

We don't know much about this, so we are not in a 
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position to comment on it. You're better off interviewing 

someone from the Polish judicial system if you want to 

know what really happened.

ANSA:  We visited your campus at Dongguan's 

Songshan Lake, and I found that the buildings are of 

European style. Among them, there are two buildings 

resembling Verona and Bologna in Italy. So what is 

your personal relationship with Italy? Have you ever 

visited Italy?

Ren: I have been to Italy many times, and my wife and 

daughters also visit there frequently. Much of the art 

and furniture at the company is from Italy.

The buildings at our Songshan Lake campus were 

designed by a Japanese architect. He chose a European 

style and won the bid. This was all totally orchestrated 

by the architect. The building that we are now in was 

designed by a French architect.

La Stampa:  You often compare Huawei to an Il-2 

aircraft that has many holes to patch. How is it going 

with the hole patching? Which holes do you patch 

first? Will you transfer your investment in certain areas 

to other areas? My second question is about your 

new operating system – Hongmeng. In what domains 
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will the Hongmeng OS be applied? We thought it 
would be used for mobile phones. But you said it was 
designed for the Internet of Things (IoT). Do you have 
an alternative for the Android operating system?

Ren: First of all, I came across a picture of this airplane 
online, and I felt that it was a lot like us – we are riddled 
with bullets, but our hearts are still beating. At that time, 
we didn't know how many holes we had in us, nor did 
we know which were the most important. All we knew 
was that we needed to patch the holes in 5G, optical 
transmission, core networks, and other related systems. 
Now, we have patched all the major ones.

After making some calculations, we now know that 
there were about 4,300 to 4,400 holes in total, and we 
have patched 70 to 80% of them. By the end of this 
year, we may be able to patch 93%. We keep patching 
holes while replacing our old, outdated products. All this 
will have some impact on our business results this year.

Next year, we will continue to patch the rest of the 
holes, which might be more difficult. Our business 
results may also be affected next year, but we estimate 
that our growth will recover by 2021.

For your second question, what's unique about our 
Hongmeng OS is its low latency. It's a different operating 
system from Android and iOS. Hongmeng OS was 
designed for IoT, such as industrial control, autonomous 



295

Ren Zhengfei's Italian Media Roundtable

driving, and other related scenarios. Now we are 

mainly using it in smartwatches, 8K smart screens, and 

connected cars.

As for the Android OS, we will wait for Google to 

get approval from the US government. We still respect 

and advocate Google's rights to its ecosystem and 

technologies.

La Repubblica:  I have two questions. First, you 

mentioned that the UK was aware that if they wanted 

a 5G network, they would need to use Huawei's 

equipment in the core network as well. Does it mean 

that if Europe wants a pure 5G network, they must 

use Huawei to deploy both the core and the edge 

networks? Personally, I'm doubtful about the idea of 

putting all our eggs in one basket, that is, Huawei. 

Second, you also mentioned that when it comes to 5G 

technology, Huawei and China have pulled ahead of 

the US. Do you think China will surpass the US in more 

technologies? And are US actions aimed at containing 

China's growth?

Ren: First, I can't speak for China. I don't know whether 

China will pull ahead. I don't have the energy to pay 

attention to society as a whole. I can only represent 

Huawei and I only know Huawei.
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Second, the core network is essentially software. I 
believe Nokia, Ericsson, and Cisco can do well in this 
area too. If you have concerns, you can wait and they 
will also provide such software eventually. The two 
baskets will not exist in parallel. You can put your eggs in 
these two baskets, but they will still be linked. If eggs in 
one basket are broken, the other basket will be affected.

La Repubblica:  Are US current attacks against Huawei 
aimed at preventing Chinese technologies from 
outshining the US?

Ren: I have no idea. You should ask the US. Maybe the 
US has some misunderstandings about Huawei. That's 
why they are placing sanctions and restrictions on us. 
US government officials are welcome to come and see 
Huawei, and then the misunderstandings will probably 
be dispelled. I think the US will remain the largest 
technology power for decades to come.

Corriere della Sera:  Two questions: First, we know 
that Facebook recently announced plans to launch a 
digital currency called Libra. The technology behind 
it is blockchain. Do you think this signals that US 
tech giants and the US government are working to 
maintain their dominant position in the world? Second, 
do you think they will consider Chinese companies 
when launching digital currencies, and put RMB into 
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their currency basket?

Ren: China can also launch its own digital currency. 
Why wait for others to launch such a currency? Anyway, 
a country would be more powerful than an Internet 
company.

La Stampa:  If we look around the world, inequality 
and polarized distribution of wealth are still prevalent 
in many countries. Freedom of speech cannot be 
guaranteed in some countries as well. In this context, 
what's the biggest technological challenge we 
might face as we move forward? Or what role will 
technology play?

Ren: I think technology will create more wealth for 
humanity. With technology, everyone will be able to 
share in and benefit from social developments. Society 
needs to eliminate poverty through development and 
avoid social instability. When society is stable, it will 
develop faster, which will in turn bring more stability. 
The tendency for the rich to get richer and the poor 
to get poorer needs to change. Investments in new 
technologies will increase the total wealth of society.
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Nicola Eliot: The BBC is here today not to just find out 

about what's going on with Huawei in this present 

moment, but to really understand who is Huawei, 

where does Huawei come from, and what are the 

things that made Huawei what it is today, so we're 

gonna start all the way back into your period of 

history. I would like to start by asking about your time 

in the Liao Yang factory as an engineer for the PLA, 

can you tell me about some of the working conditions 

and experiences you had there?

Ren: The Liao Yang Chemical Fiber Factory was a 

key national construction project during the Cultural 

Revolution. The factory introduced a whole set of 

synthetic fiber equipment for processing crude oil and 

derived chemicals from French companies named 

Technip and Speichim. The Chinese economy was 

really rough back then. The government built this 

factory in the hopes that every Chinese could have a 

set of synthetic fiber clothes. Leaders from the central 

government paid a lot of attention to the project.

It was a chaotic time in China, and no local 

engineering team wanted to run the project in such a 

tough environment. So the central government had no 

choice but to assign the army to run the project. At that 

time, the army didn't really have enough talent trained 

in the required techniques. Fresh graduates like me were 
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treated like this kind of talent because we knew a little 

bit more than others.

We lived in tough conditions. First, we didn't have 

enough to eat in Northeast China at the time. We 

basically only ate cheap cereal crops throughout the year 

and pickled cabbage and radishes during winters that 

would last six months. The biggest problem was that we 

rarely had any meat to eat or enough oil to cook with. 

Each month, people normally would be rationed 150 

grams of oil. Since we were in the military though, we 

could get 500 grams.

Second, our unit was part of the tens of thousands of 

troops that were sent into the northern wilderness with 

very little preparation, so there weren't any houses for 

us to live in. We built our simple houses on our own. It 

wasn't as easy to do back then as it is now. It was way 

harder. The houses were built during the winter, so the 

foundations weren't solid. The walls sank and cracked, 

so cold winds would blow through. Despite these 

difficult living conditions, our engineering work was 

actually pretty advanced and highly automated. It threw 

everything into very sharp contrast.

China didn't really value culture or education at that 

time. During the Cultural Revolution, the education 

system was a mess. Leaders from central and municipal 

governments only pushed those of us in the factory to 
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read and learn. And that was only because if we didn't 
keep learning, we wouldn't be able to figure out how 
to install the advanced equipment and how to test and 
adjust the instruments. We also wouldn't be able to 
manage actual production.

During those times, we had a rare opportunity to 
learn. So despite the difficult living conditions, we were 
very happy. The factory was like an oasis in the desert. 
It was really difficult to find a place in China at the time 
where reading technical books wouldn't be treated as a 
political mistake.

Nicola Eliot: So you got all your knowledge to create 
the pressure balance that you invented from the 
books you read while in Liao Yang or did you get the 
knowledge from somewhere else?

Ren: There were actually already devices like this in 
France at that time. A Chinese expert saw it there and 
he was able to roughly describe what it looked like to 
me. I used my knowledge of mathematics, like partial 
differential equations, to figure out the overall structure 
of the device. I also consulted Li Shijiu, a math professor 
from China's Northeastern University, asking him 
whether my inferences were correct and whether he 
believed I could actually achieve what I was attempting. 
He assured me that I could do it. So I came back and 
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continued designing this system. The device was made 

mainly to test instruments imported from France. China 

didn't have this kind of test equipment at that time, so I 

succeeded in inventing one.

I succeeded around the time the Gang of Four was 

overthrown. After that, China started to care a lot more 

about science, technology, and production. To me, my 

invention was just a little thing and it didn't matter that 

much. But since no one invented anything at that time, 

the country was very proud and touted my little gizmo 

as a big invention and called me a big hero.

Nicola Eliot: And was it this experience in Liao Yang 

that inspired you to start Huawei at the age of 44?

Ren: I had no experience when I started Huawei at the 

age of 44, and I took the plunge blindly. After leaving 

the military, retired soldiers like us had quite a hard time 

adapting to the market economy, much harder than 

Western soldiers did. Though Western militaries at that 

time were not market-oriented, their countries were. 

So their soldiers knew what the market economy was, 

and were more adaptive to working in companies after 

retiring from the military. But we were not adaptive at 

all. We had got so used to a planned economy, under 

which we couldn't even think of making a penny.
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We couldn't understand why people were selling 
things they bought with 10 yuan for 12 yuan under the 
market economy. That must be cheating because they 
were asking for two extra yuan. We didn't realize there 
were other expenses involved, including operating costs, 
financial costs, and taxes. We didn't know about this 
stuff and found it quite difficult to fit in. We didn't even 
know what a supermarket was.

If I had any experience before founding Huawei, it 
would just have been my age. I had more experience 
with tough times than people in their 20s. I suffered huge 
setbacks and difficulties during the Cultural Revolution. 
So when it came to the market economy, I found the 
difficulties were much easier to bear. I didn't have any 
skills that could support the founding of Huawei.

Nicola Eliot: And given that this was such a risky 
enterprise for you, why did you decide to start a 
company anyway without this knowledge?

Ren: Honestly, I had no other choice at that time. 
I wasn't able to do my job well and got fired. The 
Shenzhen science and technology bureau suggested that 
I start a technology company because I had previously 
worked on technology. I thought it was possible for me 
to deal with some technology, so I chose this path we 
are on right now. Looking back, I think I was very naive 
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to choose this path, but there was no turning back 

for me. If I were to give up, I would have to get by on 

manual labor, because I had already used up all the 

compensation I got when leaving the military.

Nicola Eliot: And some reports say that your experience 

with the PLA proves that Huawei, in turn, has ties with 

the PLA. Can you talk to me about this?

Ren: Over the last 70 years, over 50 million people have 

been demobilized from the Chinese military, and I was 

one of them. These people need to get employed after 

being demobilized, just as people do in the US. We are 

no longer tied to the military after leaving it, because we 

take up civilian professions. Therefore, this inference is 

unreasonable.

Nicola Eliot: And you mentioned the funding for 

Huawei and that, if you failed, you would have to 

lose that funding and start from scratch. How much 

funding did you start with for Huawei and where did 

that funding come from if not from PLA?

Ren: Huawei's registered capital was roughly 21,000 

yuan, but the compensation I received upon leaving 

the military was only about 3,000 yuan. So I pooled 

funds from different individuals and founded Huawei. 
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When the company grew a litter bigger, they wanted to 
cash out their shares for a lot of money. So they filed 
a lawsuit and won a large sum of compensation. After 
that, they all pulled out and the company was owned by 
me alone. I gradually distributed the company's shares 
to our employees. The court rulings with regard to their 
cashing out their shares are all archived at Huawei, 
and you can have a look at them if you like. We didn't 
receive a single penny from the government, and our 
funds were pooled from individuals. I didn't have 21,000 
yuan of my own to start a business.

Nicola Eliot: There were several hundred companies 
selling switches back then, but most of them did not 
survive. What was the secret to Huawei's survival when 
selling these switches for the Hong Kong company?

Ren: First, Huawei has been customer-centric from day 
one. To protect the interests of our customers, we'd 
rather take on more difficulties ourselves. That's how we 
have earned our customers' recognition.

The statement that there were several hundred 
companies selling switches may be an underestimate. 
These companies survived for a while because China was 
such a huge market where undersupply was a serious 
issue, and any product, even ones that weren't very 
good, could sell. Huawei was a reseller of the switches 
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made by Hung Nien Electronics Limited, a company 
based in Hong Kong. Their analog switches were 
relatively advanced at the time. We worked hard and 
made some money during those early years. We didn't 
spend the money ourselves; we invested it in our service 
system to create even more value for our customers.

I didn't even have my own house until 2000. Before 
that, my family rented a 30-square-meter apartment. 
I couldn't understand why Forbes called me a rich 
man when I didn't even own a house just about two 
decades ago.

I wasn't able to take good care of my parents. 
My father died from food poisoning after drinking 
something he bought from a street vendor. My mother 
was constantly worried about the political implications 
of being called rich so publicly by Forbes. She asked me 
where the money came from. Given the environment at 
the time, she was haunted by these fears, and eventually 
died in a car accident on her way back home from the 
local market.

At that time, we invested all the money we'd earned 
during our early years into our future development. This 
sets us apart from other companies that spend their 
money elsewhere or invest in other businesses.

Second, we dealt in good faith with our suppliers. As 
soon as we got paid by our customers, we immediately 
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paid our suppliers. Some suppliers trusted us so much 
that sometimes they sent us supplies first. That's how 
we managed to buy products from suppliers and then 
resell them even though we didn't have any money. This 
model gave us some opportunities for development. 
The support we received from Hung Nien cannot be 
overstated.

Nicola Eliot: When you moved on to develop your own 
technology, there was a massive risk for Huawei. Can 
you explain to me why it was such a big risk and why 
you decided to take the risk to go into developing your 
own technology?

Ren: I was cheated out of a big sum of money when 
working for a state-owned company. This was a major 
setback in my life. As I didn't have money to hire a 
lawyer for my lawsuit, I read a lot of law books, including 
those about common law and civil law, as I wanted to 
serve as my own lawyer. From this experience, I learned 
that a market economy is mainly about two things – the 
customer and the goods – and the law governs what's 
in between: the transaction. I knew that we could never 
control customers, so we had to get hold of the goods. 
The only way to get hold of the goods was to do R&D 
on our own.

In the earliest days, we were a reseller of BH01 
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switches made by a small company in Zhuhai. This 
company refused to continue supplying to us when our 
resale business started booming. Things were similar 
when we were added to the US's Entity List. We later 
became a reseller of the HAX products from Hung Nien. 
Again, the Hong Kong company stopped supplying to 
us when our business started doing too well. This forced 
us to develop our own communications products. It was 
the external environment and our inner drive to serve 
customers well that compelled us to make our own 
products.

When Huawei was up and running, I paid some of 
the debts of my former employer.

Nicola Eliot: And what potential downside could there 
have been to developing this product? What would 
have been the result for Huawei if this investment into 
your own product went wrong?

Ren: At that time, we had no other options. We didn't 
think about what would happen if we failed; we 
were quite confident that we could succeed. Analog 
communications equipment was not as complicated 
back then, and we were confident in our own abilities.

We started out by making 40-line switches for hotels, 
and we succeeded. This success gave us the confidence 
to develop 100-line and then 200-line switches. We 
moved ahead one step at a time. We didn't start by 
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making something really big.

Nicola Eliot: Where did you get the knowledge to 
invent these switches to go from selling someone 
else's product to understanding how to create your 
own product?

Ren: All of our knowledge came from a textbook 
written by Professor Chen Xisheng which was 
published by China's Nanjing University of Posts & 
Telecommunications. All of us studied this textbook to 
figure out how to make a switch.

Nicola Eliot: And at the time, the Chinese market 
was dominated by Western products. How did you 
break through that Western dominance to have your 
products being bought in China?

Ren: Back then, there was no way we could compete 
with Western companies. We started out by making 
small analog switches for small hotels. Later we 
gradually worked to make larger analog switches. We 
didn't begin to make digital switches until we already 
had many years of experience.

Nicola Eliot: And at the time, Huawei lost many 
opportunities because you chose not to invest in the 
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CDMA technology, which then became the prevalent 

technology in China. Looking back on this lost 

opportunity, would you have done that differently? 

Would you have invested in CDMA?

Ren: There is a long story behind this. Starting in 

2000, China was indecisive about which wireless 

communications technology to choose, whether it be 

CDMA, GSM, or something else. As the government 

didn't grant a mobile license to China Telecom, the 

carrier brought the Personal Handy-phone System 

(PHS), a technology that had been phased out in Japan, 

to the Chinese market. We guessed that PHS might be 

profitable, but it had no prospects, so we didn't invest 

in it. We actually invested in CDMA, but we chose to 

invest in 1X rather than IS-95, an outdated technology. 

In the end, China only went for IS-95 rather than 1X, so 

it turned out that we had made the wrong choice and 

were not selected by the Chinese market. Both of these 

were frustrations we faced back then.

From 2000 to 2008, China was making a decision on 

3G and we were deciding how to develop our wireless 

technology. During the eight years, I went through a lot 

and was on the brink of collapse. I insisted on investing 

in 3GPP's GSM and UMTS, instead of the other two 

technologies. I faced tremendous pressure. I was not 

afraid of external pressure, because no matter how 
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tough it was, I could just keep moving forward. But I 

was afraid of internal pressure. Company executives 

kept writing emails and giving me reports saying, "If you 

made the wrong choice, Huawei would collapse."

During those eight years, every day felt like a year. 

No one but me could take responsibility for this decision. 

At that time, many companies made big money but 

we didn't. We were having a much harder time than 

others. Many articles talked about Huawei in a very 

ironic and cynical way. What if I really made a mistake? 

About eight years later, the Chinese government finally 

issued 3G licenses. Suddenly, we were able to unleash 

our potential, but we didn't feel like we succeeded. We 

just felt like a huge burden had been lifted since our 

equipment could finally be used.

When we had no more opportunities at that time 

in the Chinese market, we put most of our efforts in 

markets overseas. But during our first years in overseas 

markets, we had no opportunity to meet with customers, 

let alone secure a contract or make any money. 

Back then, China was selling knock-offs like down 

jackets to Russia. Because of that, Russia's Minister of 

Communications and Informatics said, "What high-tech 

products could China have? All you have are fake ones." 

We brought along our own products and tried to win 

their recognition, all the while being lumped together 
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with those who were selling fakes. It was really a difficult 

time for us then. Despite all this, we had to get into 

overseas markets. If we failed to do so, we would just 

end up facing more difficult situations down the road 

since we didn't have any opportunities in China.

Back then, I spent most of my time in Africa and Latin 

America. I seldom connected with my family. Looking 

back I feel very sorry because my younger daughter was 

growing up. She wanted me to play games and spend 

more time with her, but I didn't. When I came back 

home from overseas, I was so tired that I would just lie 

on the bed. I didn't talk much with her, because I had to 

focus on how to make sure Huawei could survive.

Around 2000, we began selling some equipment and 

getting contracts overseas, giving us the opportunity 

to show our commitment to serving our customers. 

Customers gradually accepted us. Actually, our products 

were not even that good, and we were not on par 

with our Western competitors. But why did the African 

market accept us? Because they were in the middle of a 

war and the Western companies all ran away. As Africa 

had a demand for our equipment, we could sell it to 

them. We were also able to sell in a few other countries 

stricken by epidemics and under extreme conditions, 

helping us gain some successful overseas experience.

Today at Huawei, we require our managers to have 
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experience working in Africa and other challenging 
regions overseas. When we decide whether to promote 
employees to managerial positions, we follow similar 
criteria to what the US military uses to appraise their 
officers. In the US military when they decide whether 
to promote a person, they ask: Has this person been in 
combat? Has this person been in a live firefight? Has this 
person been wounded? Successful overseas experience 
is a must for those up for promotion; otherwise, high-
quality employees who've only worked away from the 
frontlines will end up becoming managers. This is not 
how our value assessment system works. Although this 
system may not help us make the best use of some very 
talented people, our first-string team comprises of our 
toughest. That's why today we have such a strong team. 
Although the US has kept attacking Huawei, we haven't 
collapsed; instead, our team has even better morale 
than before.

While we were losing opportunities in the Chinese 
market, we sought opportunities abroad. After we 
returned to the Chinese market, we found the country 
was experiencing a new phase of development. Since 
we have developed an excellent team of managers 
overseas, we are bringing some of them back to China 
to regain ground here.
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Nicola Eliot: It's reported that you spent nearly half your 

annual profit in 1998 bringing in advice from Western 

companies. Can you talk to me about what advice you 

sought, and why that was so important to you?

Ren: When Huawei started out, it was only me. Then 

people started joining the company. We didn't have any 

rules back then. For example, I had the final say about 

everyone's salary raises. That practice benefited some 

people, but also hurt some others. As the company grew 

bigger and bigger, we needed to draft many documents 

to standardize corporate management. But I wasn't 

really experienced in this. I had only worked in technical 

areas when I was in the military and had no clue how to 

manage a company. To drive the company forward, we 

drafted a lot of documents. But I still thought that they 

weren't standardized and would prevent the company 

from growing into a large one.

At that time, I saw the potential of Huawei to 

become a large company, so we hired many consulting 

firms like IBM and Accenture. The hourly salary for each 

consultant was 680 US dollars, almost equal to the 

average monthly salary of our employees, which was 

about 5,000 yuan. But to prepare for the future, we had 

to learn from others. We recognized the value of these 

consultants and sent many people to learn from them. 

There were some among the team who didn't cherish 
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the opportunity to learn. When they saw others getting 

promoted, they became impatient and left halfway 

through their training. Because of this, we didn't end up 

seeing many of the consulting programs through to the 

end. This is a pity.

But we did see one program through. When IBM 

started to advise us on financial management and 

auditing, Meng Wanzhou was still a low-ranking 

employee. She became the project manager and then 

worked with IBM consultants for the next 20 years, 

making Huawei's financial management really stand 

out. In addition, she moved beyond the guidelines of 

the consultants, set even higher standards, and greatly 

improved Huawei's financial management. Now the 

quality of our financial management systems is much 

better than that of many Western companies. Many 

consultants from large consulting firms have offered 

to become our consultants for free. We have politely 

declined because if they come to us, we will have to 

teach them our ways now. This is time-consuming. We 

don't want them to come because they are not up to 

our level.

As we learned from Western companies along the 

way, we kept optimizing what we had learned. That's 

why the current US attacks on us don't really affect 

us that much. We have understood, internalized, and 
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accepted many kinds of systems. In hindsight, we were 
right to learn extensively from the West.

Nicola Eliot: You talked about your strategy for 
targeting countries and regions outside of China 
that were less developed, like Africa and India. With 
your success in that, why did you consider selling to 
Motorola in 2003?

Ren: Because we had already anticipated that our 
growth would eventually lead us to the top where 
we would have to confront the US. Then US attacks 
against us would be inevitable. So we wanted to sell 
our company to Motorola, just to wear an "American 
cowboy hat". The company would still be run by tens 
of thousands of Chinese people. That would be a 
success for Chinese people. With capital from the US 
and labor from China, it was better for the company to 
expand into international markets. We agreed to sell the 
company to Motorola at 10 billion US dollars and all the 
contracts were signed.

We had two plans back then. Some of us were 
thinking about entering the tractor business after the 
Motorola acquisition. China's tractor business at that 
time was on the brink of collapse. We thought about 
buying all the tractor factories in China, including the 
Luoyang Tractor Factory. The average price of a tractor 

13
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in the market at that time was 1,000 US dollars. But the 
tractors were susceptible to oil leaks and overheated 
engines. With the Integrated Product Development (IPD) 
process we had learned from IBM, we could solve these 
problems, and then increase the unit price to 2,000 US 
dollars. Though we might not be able to disrupt the 
automotive industry, we could possibly create the largest 
tractor empire in the world. The majority of people, 
however, wanted to stay in the communications industry. 
Either way could work and lead to glory. However, the 
deal with Motorola fell through.

Our prediction about confrontation with the US 
was unfortunately correct. As you can see, we are now 
under fire. By adding Huawei to the Entity List, the US 
is trying to stop everyone from selling to Huawei. Even 
McDonald's outlets in Mexico were not allowed to sell 
to us for a while. The US is taking an extreme action 
by prohibiting all kinds of sales to Huawei. We can't 
even use things from our own subsidiary in the US. Our 
staff in the subsidiary are not allowed to communicate 
with us in China; otherwise, they would be violating US 
law as per the Entity List. We anticipated the kind of 
extreme situations that have become reality recently. We 
anticipated this years ago and we prepared ourselves, so 
we are not panicking. We can weather this storm.
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Nicola Eliot: Despite the difficulties that you had in the 

European market, Huawei was able to break through 

by using cost-cutting measures. Some people have said 

that these cost-cutting measures, these price-cutting 

measures, were so extreme that the company must 

have had help from the Chinese government to be 

able to give such low prices for their equipment to the 

European market. Can you tell me about that?

Ren: This is a total misconception. The prices of our 

products were not that low; actually, they were pretty 

high. We can send you an electronic copy of our 

financial statements over the past 10 or 20 years, and 

you will see that we made a lot of profits. Otherwise, 

how could we have become such a large company?

Our breakthrough in the European market was 

attributed to our SingleRAN solution, which was 

developed by a mathematician who was in his twenties 

back then. He successfully integrated the algorithms for 

2G and 3G. Thanks to his invention, a single piece of 

equipment could support 2G and 3G at the same time. 

The volume, weight, and cost of the equipment were 

all halved.

In Europe, the biggest problem was that it was often 

very difficult to find the right place for a tower where we 

needed to install heavy equipment. Europe has many 

old houses, so equipment could only be installed on 

14
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rooftops and thus needed to be pretty light. After our 

SingleRAN solution was developed, our distributed base 

stations immediately became very popular in Europe, 

and many carriers started buying our products.

Thanks to the SingleRAN solution, our costs dropped 

by at least 30% to 40%, so our profits were quite 

high. Our employees are much better paid than their 

counterparts in Western companies. That's why many 

talented individuals, including mathematicians and other 

scientists, have joined us.

Huawei became the world leader in the wireless 

domain because of one of our breakthroughs with 

algorithms, which was made by a young Russian man. 

He is now a Huawei Fellow. After that breakthrough, 

we tested and verified it in Shanghai and used the 

algorithms to get rid of many things in our equipment.

So why were those algorithms so important for our 

company? Back then, 3G and 4G equipment had three 

standards: CDMA, UMTS, and China's TD-SCDMA. With 

those algorithms, we only needed to produce a single 

piece of equipment to support these three standards at 

the same time. This significantly reduced our production 

costs. With the new algorithms, our vertical systems 

supported multiple frequencies. Why was this necessary? 

Many carriers had been around for 70 to 80 years, and 

the majority of them had been allocated more than a 
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dozen wireless frequency bands, which initially required 

more than a dozen antennas to receive all of the 

radio signals. Our algorithms integrated these multiple 

frequency bands, allowing one antenna to receive 

signals from all of these frequencies. You can take a tour 

of our antennas. They are extremely advanced. You can 

imagine how we saved in costs by reducing a dozen 

antennas down to one, so our profits were a little too 

good. These algorithms adapted our base stations to 

multimode and multi-frequency technologies, so they 

were high-quality and highly cost-effective.

Our financial statements cannot look too good 

anymore, because that will not be conducive to our 

development. We can only consume our profits by 

increasing our strategic investment in R&D. That's why 

we have been investing at least 15 to 20 billion US 

dollars in R&D every year, which includes increased 

funding for universities. By doing this, we are investing 

into the future. We cannot distribute too much money 

back to our employees; otherwise, they will become 

too well off and stop working hard. We also cannot 

distribute too much back to our shareholders, or they 

will also become complacent.

I often say that Apple is our teacher. They always 

sell their products at very high prices, which allows 

companies that charge low prices to survive. Huawei 
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actually also does this. If we sold our products at the 

lowest prices we could afford, all of our peers would 

have been put out of business. We have won the 

European market through scientific and technological 

innovation rather than low prices.

Nicola Eliot: And so this investment into R&D, which 

you are so well-known for, you have actually invested 

into R&D centers outside of China as well, such as India. 

What is your global strategy for R&D outside of China?

Ren: We build R&D centers in places rich with talent. 

This allows our talented employees to work for Huawei 

in their hometowns without needing to come to China.

Nicola Eliot: And so, from 2011 to 2012 Huawei made a 

big shift in its business. So, as I understand it, the core 

of your business has always been connecting people. 

But the move from being the inside components and 

things that people don't see, to being a consumer-

facing brand, why did you choose to make that 

decision?

Ren: Our primary goal of that move was to simplify 

management. We wanted to keep businesses that were 

not closely related separate. If these businesses were 

managed as one, they would be linked horizontally, 
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and would create a lot of problems. So we separated 
these businesses and treated them like independent 
"trees". These "trees" all grow from the same "soil", 
where they share corporate systems for finance, HR, 
and performance appraisal, but their actual business 
management is kept separate from each other. This 
makes our management much simpler.

Nicola Eliot: So, Huawei has been recently facing a lot 
of pressure from the US, who is claiming that Huawei 
is a security threat. Can you talk to me about your 
thoughts on Huawei's security?

Ren: I think cyber security will be an increasingly 
impor tant  i s sue  fo r  humani t y.  In  the  pas t , 
communications were conducted through physical 
connections. They had few security problems because 
external attacks could hardly break into them. Once 
they evolved into Internet Protocol (IP) networks, they 
became more vulnerable to security attacks. Now 
that communications networks are undergoing cloud 
transformation, more parts of the networks will be 
exposed to attacks, bringing greater security challenges 
than ever before.

Europe is doing right by establishing the General 
Data Protection Regulation (GDPR) and cyber security 
standards. These standards will push all companies to 
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work hard on cyber security and user privacy protection. 
But it will be very difficult to go forward, as this is a 
whole new area. For example, the river may end up 
flooding before we have finished building the dam. 
So it is a challenge for all equipment vendors, carriers, 
and humanity to figure out how to develop sufficiently 
robust cyber security and privacy protection systems 
amidst a rapid surge of information.

Nicola Eliot: So, how have Huawei's operations been 
affected by this pressure that is coming down from the 
US? Can you tell me about that?

Ren: I think being added to the Entity List basically has 
no impact on Huawei's operations. Our cutting-edge 
equipment, such as 5G equipment, can be produced 
independently of the US. The US is quite far behind 
when it comes to 5G. We can ensure a sufficient supply 
of chips and systems without the US. We have also long 
been a world leader in network connection equipment, 
including equipment for transmission, access, and core 
networks, and barely rely on the US at all in this regard. 
As for consumer devices, there will be some impact, as 
our ecosystem has not been fully developed. But this 
impact will not be very significant or essential to our 
survival.

18
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Nicola Eliot: And specifically with Google not allowing 

you to utilize Android, can you talk to me about the 

development of your new operating system?

Ren: We have already talked about our Hongmeng 

Operating System (OS). Its main feature is low latency, 

which mainly applies to industrial control, automatic 

control, autonomous driving, and connected vehicles. 

This OS will likely be applied first to Huawei's watches, 

8K smart TVs, and industrial control systems.

As we know, 5G is actually a quite "simple" technology. 

5G will support AI through its advantage in low latency. 

In addition, 5G provides high uplink bandwidth, which 

makes it convenient for companies to upload their data 

to the cloud. Previously, 4G and earlier technologies only 

supported communications between people. Now with 

5G, communications between things as well as between 

companies can also be realized. This includes massive-

scale automatic control. We haven't yet considered how 

to evolve the Hongmeng OS into a system that also 

supports mobile phones. Even if we decide to do so, it 

will take several years to develop a sound ecosystem. It 

cannot be established in a short time.

Today, the US should not blame Huawei's rise for 

its failures in the communications industry. The real 

reason was that the US picked the wrong path. When 

wireless communications emerged around the world 
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in the 1990s, the US was the most powerful country 

in science and technology, so they forcibly pushed the 

CDMA and WiMAX standards on other countries, just 

like how it is now urging many countries not to use 

Huawei's 5G equipment. However, the US was wrong. 

The global trend led by 3GPP was the right path. The 

US's poor decision has led to its current failures in the 

communications industry. Another example is that the 

US used to lead the world with x86 CPUs, and had a big 

opportunity to dominate the global market. They should 

be more open and collaborative. We can add our AI to 

their plate to help them seize more opportunities in data 

centers. But unexpectedly, several new types of CPUs 

have emerged in other countries. We have also launched 

our Kunpeng CPU ecosystem, which will compete with 

our US counterparts.

Ultra-fast connections will be realized in the 5G 

era. In the future, AI will rely on the von Neumann 

architecture that includes supercomputers, ultra-large 

storage capacity, and ultra-fast connections. The US has 

supercomputers and ultra-large storage capacity. If the 

US also has ultra-fast connections, it could become a 

world leader in AI; but without these, it will lag behind. 

In addition to 5G, fiber technology is also critical to 

delivering ultra-fast connections.

China also has supercomputing centers and ultra-
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large storage capacity. If China deploys 5G and optical 

networks on a large scale, it may be able to take the 

lead also in AI. In a word, 5G technology is "simple". The 

US's ignorance of 5G may be a result of a bad decision 

long ago. I believe AI will present the biggest opportunity 

for the future of society.

Nicola Eliot: So when you're talking to your employees 

about your overall strategy for combating the 

difficulties of being put on the US Entity List, what do 

you say to them?

Ren: We are telling them that we're an aircraft riddled 

with bullets shot by the US, and everyone needs to 

work hard to patch the holes. All employees know that 

patching these holes is their responsibility, and that if we 

can patch them up, we will survive.

Nicola Eliot: So we also heard that Huawei has built 

up stations on Mount Everest and that you've been to 

the camp 5,200 meters above sea level. Why is Huawei 

always looking to build networks in such dangerous 

areas that nobody else wants to go?

Ren: If customers make such a request, we will honor 

our commitment to them. China needed to build a base 

station on that 6,500-meter peak as a requirement for 

20

21



327

Ren Zhengfei's Interview with BBC StoryWorks

the live broadcast of the 2008 Beijing Olympics' torch 

bearing relay. To make it possible, a broadband base 

station was a necessity, so we built a base station on 

that 6,500-meter peak.

The same is true for Nepal. We are also building 

base stations there. And near Nepal, there is a Chinese 

county called Medog. Even though it had been part of 

modern China for decades, it still had no communication 

network. The government had specially deployed a 

satellite network for them, but it didn't work. The county 

had been constantly experiencing earthquakes and 

landslides; the roads could hardly be repaired before 

being destroyed again. Medog was in a very difficult 

situation. Back then, we were using outdated CDMA 450 

equipment. When we went to build a base station there, 

Huawei employees and over 200 rural workers had to 

carry a complete set of such equipment, and climb over 

four snow-capped mountains. They spent four nights 

in the snow before they reached Medog, and then they 

installed the first base station there. Since then, people 

in Medog have been able to make phone calls. Are we 

making money there? Absolutely not.

Huawei's ideal is to serve humanity, not just to 

earn money. We are different from Wall Street. We 

also do not exist to serve our employees, so we are 

different from European companies, which tend to 
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distribute almost all their money to their employees. 

Their employees are often happy and feel free to have 

a leisurely cup of coffee on the street, but some lack 

a strong force driving development. When we make 

money, we don't prioritize giving it to our shareholders 

or employees, but invest it in our customers. In specific, 

we invest the money in future-oriented scientific 

research, and in fully fulfilling the spirit of serving 

customers.

Our total sales in Africa add up to less than half 

of our total sales in Guangdong Province. However, 

employees' income in Africa triples that of our 

employees in Guangdong. Due to the low sales and 

high expenditures in Africa, we can hardly make a profit 

there. But still, we encourage our employees to go to 

the front line. Specifically, we set this as a prerequisite 

for their future promotion, and give them more money 

as compensation. All of this shows our aspirations of 

serving humanity.

As you can see today, carriers are suffering more 

than we are from the US's ban on Huawei. But they are 

still buying equipment from us. This shows their trust 

in us. Under Theresa May, even UK Parliament adopted 

the proposal of continuing buying Huawei's equipment 

for their non-core networks. This shows their great 

support for us. Now UK Parliament and its Intelligence 
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and Security Committee are concerned that if they don't 

buy Huawei's core technology, they may fall behind. So 

maybe they will also buy our core network products. 

Although the US and the UK are close allies and the 

US is exerting a great amount of pressure on the UK, 

the UK is still buying from Huawei. This shows that our 

dedication to customers all these years has really started 

to pay off.

That relationship with the UK goes back many years 

with certification from BT and Vodafone. And can you 

talk to me about how the UK has been in that long 

relationship with Huawei a bit more?

Ren: We place great trust in the UK government. The 

UK is a country ruled by law, and we believe their 

decision-making process is rational and deliberate. We 

do have received a lot of criticism from the UK, but we 

always consider such criticism as a sign of caring. It's 

impossible for any company to make any equipment 

perfectly. We are working to correct any mistakes that 

have been identified.

That's why we are making strategic investments in 

the UK.

First, we are supporting Arm. One or two decades 

ago, when I met officials from the European Union, they 
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thought the information industry in Europe was being 
left behind, because the US took advantage of so many 
opportunities. I said we still could work together.

We decided to support Arm more than 10 years ago. 
Arm has grown fast, and has been sold at around 32 
billion US dollars. With more money, Arm is expanding 
even faster. Now, Europe has its own CPUs. That's a 
contribution we have made to Europe.

Second, we have purchased more than 500 acres of 
land in the UK, and have plans to build an optical chip 
factory there. This factory will export chips to the rest 
of world. Why? Because we place great trust in the UK. 
What's more, the UK is a great hub for scientific and 
technological talent.

We have also made breakthroughs in optics. Now, 
we are able to make optical chips that support 800G. 
No other company in the world can do this, and the 
US is being left far behind in this regard. This is also a 
contribution we have made to Europe.

Third, we are leading the world in microwave. We 
have plans to build our microwave plants in Italy.

We are making contributions to Europe, and we 
will continue to do more in the future. Strategically, 
we regard Europe as our second largest home market. 
When I talk about Europe, I also include the UK. We are 
making huge investments in these European countries.
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Nicola Eliot: And you mentioned that the 5G era is 
going to be all about connectivity. Can you talk to me 
about what you see happening in the 5G era? What 
the future will look like in a 5G era?

Ren: 5G is just a tool. Like a screwdriver, it cannot create 
value on its own. However, a screwdriver can be used 
to help assemble cars. I think the value of 5G lies in its 
ability to support the development of AI.

The concept of AI was proposed by British scientist 
Alan Turing in the 1940s. During World War II, he used 
these basic theories to crack the Germans' Enigma code. 
This allowed the UK to track German movements. But 
the UK decided they couldn't reveal they had cracked 
the code. When German fighters bombed factories and 
industrial bases in the UK, Winston Churchill kept this 
secret instead of intercepting the German fighters. He 
was worried that revealing they had cracked the code 
would ruin the Normandy landings.

Even though Alan Turing first proposed AI as early 
as the 1940s, and many other people around the world 
have also pondered similar ideas, AI hasn't really been 
taken seriously until today. Why?

AI relies on supercomputing, ultra-large storage 
capacity, and super-fast connections. It's only recently 
that we have been able to get all the things ready for AI. 
5G itself will not bring many disruptive changes. But it 
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will help make AI a reality around the world.

On a more positive note, AI will create massive 

wealth for humanity. For example, an AI-powered tractor 

can work 24x7 ploughing land without any human 

intervention. This way, we can grow more crops. In 

rougher parts of the world where people don't want to 

go, AI-powered tractors can plough the land instead of 

people.

Nicola Eliot: Can you tell me about Huawei's vision of 

the future? What does the world, according to Huawei, 

look like in 5 years time? 10 years time?

Ren: I can't foresee what will happen in 5 to 10 years. I 

can't even foresee what will happen in 3 years, because 

this world is developing so rapidly. A number of years 

ago, it was difficult to even make phone calls. Then, all 

of a sudden, Steve Jobs's iPhones gave rise to the mobile 

Internet. How could we have possibly known this would 

happen in the years leading up to it? So it's impossible 

for me to envision what will happen 3 to 5 years from 

now. We will just act like a chameleon and adapt to the 

changing world a little bit more rapidly so that we are 

not left behind.

Nicola Eliot: Just maybe in a shorter time frame, given 

what Huawei is working on now, what are the things 
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that you would like to achieve in the near future with 
Huawei?

Ren: Huawei is committed to making networks faster, 
with much lower latency, so that people can fully 
enjoy the value created by information services. The 
bandwidth of 5G is around 10 to 100 times that of 4G. 
5G equipment is 70% smaller and consumes one-tenth 
of the power that 4G equipment consumes per bit. In 
the 5G era, people will surely enjoy higher bandwidth 
and faster information services, with higher quality and 
lower prices. Of course, this is still not possible today. 
When 5G is deployed all over the world, the prices of 
information services will drop, enabling underprivileged 
kids and kids living in rural areas to gain access to the 
outside world via the Internet. This will improve their 
education, which will then enhance their ability to create 
wealth for humanity.

Nicola Eliot: And speaking of children everywhere, I 
was given some fantastic pictures yesterday of you 
with your family. And, as a person growing up in the 
UK, I have no idea what this was like. Can you tell me 
a little bit about what it was like to grow up in China 
at this time?

Ren: I grew up in a very small town where people were 
very poor. We were a bit better off than our neighbors, 
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because my parents were both teachers. By better off, 

I mean we could add salt when we cooked vegetables. 

And that was also how local people understood 

being rich. At that time, there was only rock salt, not 

granulated salt. Poor people tied the salt together with 

some string, and when the vegetables were done, they 

put the salt in for a bit just to add some flavor. That was 

what I saw personally when I was a child. Even that was 

not available to the poorest. When we were young, we 

lived in such an environment. I knew nothing about the 

outside world. I had no idea that people in the UK had 

an abundance of bread. At that time, we just didn't have 

enough to eat. As we lived in rural areas, we didn't know 

anything about the outside world – not even cities in 

China. If kids in rural areas can broaden their horizons 

via the Internet, think of how much progress they will 

help China make!

Nicola Eliot: And so, this need to survive, how has 

that fed into Huawei's philosophy of success through 

survival, success through struggle?

Ren: There is no logical connection between these 

two things. Although I lived in a remote, mountainous 

region, I had a strong sense of curiosity about the world. 

I learned about the outside world through story books 

and science books like One Hundred Thousand Whys. 
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When I eventually went to university, I borrowed books 
from the library there. By reading books, I was able to 
broaden my horizons constantly. This was all driven 
by my curiosity. This curiosity is also driving Huawei 
forward. We adopted the concept of lowering our center 
of gravity for development because we believe that we 
need to maintain stability. If we develop too rapidly, we 
might not be able to keep it up. This would be a huge 
disaster for any company. We must remain stable, so 
we use the concept of survival to denote stability. We 
must not be rash. This has nothing to do with what I 
experienced when I was young.
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Tom Cheshire: Mr. Ren, thank you very much for 
speaking with us. Right now, Huawei is probably the 
most controversial company in the world. Did you ever 
anticipate being in this situation?

Ren: Maybe I would have anticipated this, maybe not. 
I could never have expected this controversy to be so 
intense though. We knew that if there were two teams 
climbing up the same mountain from opposing sides, we 
would eventually meet on the peak and we may clash. 
We just didn't expect this clash to be so intense and lead 
to this kind of conflict between the state apparatus of 
a country and a company. We could not have foreseen 
the intensity of this clash. We haven't yet patched up all 
holes in our aircraft, in our business. It will take us two 
or three years to patch all of them up, and we will need 
three to five years to fully revitalize the company. Of 
course, during this process, we will still grow gradually.

Tom Cheshire: I read that, 10 years ago, you started 
preparing. Sounds like you did anticipate conflicts. 
Why did you anticipate conflicts specifically for 
Huawei back then?

Ren: Our company has no desire for anything other 
than delivering better products and getting our work 
done. We have only one goal and always stay focused. 
We believed that decades of heavy investment in one 

01

02



338

Ren Zhengfei's Interview with Sky News

area would ultimately make us a leader. When we had 
hundreds of people, we charged at an opening in the 
city gate. When we had several thousand people, we 
still charged at the same opening. When we had tens of 
thousands, and now hundreds of thousands of people, 
we are still charging at the same opening together. We 
spend 15 to 20 billion US dollars a year on R&D, so we 
believe we may lead the world in this area. This will lead 
to conflicts with other leading international companies 
as well as some countries. Given all this, we knew we 
had to prepare, since that conflict was inevitable.

My personality is the kind that tends to compromise 
and give in. I am not that good at fighting. Over a 
dozen years ago, we planned to sell Huawei to Motorola 
for 10 billion US dollars. We had signed all contracts, 
but their Board of Directors didn't approve the deal. 
So we discussed whether we would continue with this 
business or sell the company. Our younger executives 
then all had electronics backgrounds and wanted to 
continue in this sector. I said we could easily sell the 
company and move onto other sectors, but they insisted 
that we continue working in the electronics sector. We 
voted and reached a consensus. When this decision was 
made, I told them, if we continued to work in this sector, 
we would definitely be in a race against the US in 10 
years. We had to prepare. That's the process. That's also 
why we are not divided when we meet with such huge 
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difficulties. Instead, we are more united than ever before.

Tom Cheshire: You talked about the intensity of the 
assault. I think the most important thing maybe was 
being placed on the Entity List by the US. What was 
the effect of being placed on that list? What's been 
the effect on your company, on your business?

Ren: First of all, please note that adding us to the Entity 
List was not fair. Huawei has not done anything wrong, 
but was still placed on this list. This list didn't have 
that much impact on us. As you saw in our exhibition 
hall yesterday, most of our more advanced equipment 
does not contain US components, despite the fact that 
we used their components in the past. These newest 
versions of our equipment even function 30% more 
efficiently than before. In August and September, we will 
undergo a run-in period before we can mass produce 
these new versions. So we can only produce around 
5,000 base stations each month during that period. 
Following that, we will be able to produce 600,000 5G 
base stations this year and at least 1.5 million next year. 
That means we don't need to rely on US companies for 
our survival in this area.

Despite this, we will always embrace US companies. 
As long as they can continue to supply to us, we will 
continue to buy their components in bulk. Actually, 
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some companies have already restarted their sales to us 
to the extent permitted by law and the size of our orders 
to them never shrinks. We believe globalization benefits 
everyone, so we won't adopt a closed approach even if 
we can make some components ourselves.

Tom Cheshire: On the consumer side of things away 
from 5G, if there is a British customer using a Huawei 
phone in a town in Basingstoke, say, they might be 
worried that the Android software is not going to 
update. They are not going to get a better experience. 
Will they get the same experience from their Huawei 
phone without the Android software, if there is no 
longer supply?

Ren: Google is a great company. We have a sound 
relationship with Google. We have signed many 
agreements with Google over the years. We still want to 
use Google's system in our devices and develop within 
its ecosystem. Because of this, we hope that the US 
government will approve the sale of Google's system to 
us. There are billions of Android system users and billions 
of Windows system users around the world. Banning 
one or two companies from using these systems won't 
help ensure the security of the US as a country, so they 
should keep their doors open.

If the US doesn't want to sell the Android system 
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to us, we will have no choice but to develop our own 

ecosystem. This isn't something that can be achieved 

overnight. We estimate that it will take us two or three 

years to build this ecosystem. In light of all this, we don't 

believe we will be able to become the No. 1 player in 

the device sector any time soon.

Tom Cheshire: Is that a way of saying that HarmonyOS, 

your new operating system, isn't ready yet to compete 

with Android and Windows?

Ren: We started designing and developing HarmonyOS 

seven years ago in order to address IoT issues as well 

as AI's potential contributions to society. Low latency is 

the biggest feature of our OS. There are numerous edge 

computing models around the world. The computing 

models used by different industries, like the electricity, 

automotive, agriculture, and tractor industries, are all 

different, so a different OS is needed to support these 

different models.

It would take us some time to adapt HarmonyOS to 

mobile phones. We are waiting to see whether the US 

government will allow Google to continue serving more 

people. We don't want to see another OS entry to the 

market because Apple and Google are still dominating 

the global market in terms of software systems. But if 

the US bars Google from keeping Android open, then 

a third OS will have to appear, and it may threaten 
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the US's global dominance. It's possible that a small 
newcomer might have a stronger drive than the reigning 
champion, and if this newcomer comes out on top, the 
US may be in a tight spot.

Tom Cheshire: Is that why you made it open source, 
so that it might actually outrun them, and the whole 
world might adopt HarmonyOS?

Ren: Yes. You may wonder why we have opted to go 
open source. There are numerous small companies 
around the world, especially in Europe. Since the 
Industrial Revolution, Europe, especially the UK, has 
produced a lot of talent. These people shine as bright as 
pearls, yet the value of such pearls is only fully realized 
by being strung together into a necklace. Open source 
is the string that connects the pearls in our ecosystem. 
This way, the value of these pearls from the UK can be 
shared with other parts of the world. This open source 
approach amplifies business value and gives a boost to 
the UK, Europe, and other parts of the world.

The problem with China, the UK, and Europe is that 
they don't have their own platforms. Without a platform, 
they can only innovate sporadically. Our HarmonyOS 
is open-source and thus will be helpful for innovation 
in China, the UK, and across Europe. It could also be 
helpful for small companies around the world. Low 
latency is a big feature of our OS, which can deliver 
superior experiences.
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Tom Cheshire: So Huawei is the string that runs 

through all these companies. I want to talk a bit 

wide about the conflict with the US. Your daughter 

was arrested in Canada, because of the extradition 

requested by the US. Can you take us through your 

reaction when you had that news?

Ren: The Meng Wanzhou case may not be a small case, 

and it can't be addressed just through small talks. We 

need to rely on the law and the Canadian legal system 

to resolve this case. Our lawyers have been working on 

this case, and we are waiting for their updates.

There is one trait my family members share, which 

is fussing over little matters but staying calm in times 

of crisis. We believe that when there is already a huge 

problem, it's no use trying to rush a solution.

Tom Cheshire: Did you speak to her? How is she now?

Ren: She is doing very well. She often goes out for 

coffee and eats Chinese hotpot, and she talks with 

others in the restaurants. She isn't the kind of person 

who comes across as indifferent or keeps her distance 

from other people. When she's at a restaurant, she often 

chats with other people just like anyone else would.

Tom Cheshire: After she was arrested, two Canadian 

citizens were arrested in China. They have been held. 

They are not allowed to have coffee. They don't see 
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anyone. This happened straight after she was arrested. 

Do you feel in any way implicated or responsible in the 

arrest of those two Canadians?

Ren: I don't know. Your question is about international 

relationships, which have nothing to do with us. The US 

has made groundless allegations to have my daughter 

detained. This is unfair. Canada isn't at fault. The US 

is using Huawei as a pawn for the China-US trade 

talks. Their plan is to detain my daughter, destroy my 

willpower, and benefit from all of this during the trade 

talks. Sadly, Canada has suffered because of this. I feel 

sympathetic to Canada. I have never and will never 

hate the Canadian government or the Canadian legal 

system for this. We will have this case settled according 

to laws. As to other issues, I don't know what the people 

you mentioned have or have not done, so how could I 

possibly judge whether there is any link between their 

arrests and my daughter's case? I'm not a government 

official.

Tom Cheshire: It does sound like that you think that 

your daughter's arrest and the extradition request are 

politically motivated rather than a purely legal process.

Ren: That's true. The US has sued us, which means 

they believe that we are legally at fault for something. 

So why are they including us in their trade negotiations 

with China? Isn't it true that in law, there is no room 
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for political negotiation? Legal issues must be resolved 

through legal means. If an issue can be resolved 

through negotiation, then it's not a legal issue. If that 

was the case, then they shouldn't have sued us. They are 

contradicting their own claim to be a country governed 

by the rule of law.

Tom Cheshire: Why do you think the US has been so 

aggressive in targeting Huawei and your family?

Ren: Over the past few decades, people within Huawei 

tend to think of me as a person who easily compromises. 

This is because I'm not that aggressive and easily 

compromise within the company. In reality, I'm more of a 

figurehead instead of a demanding leader. The Executive 

Committee of our Board of Directors is the demanding 

leader. We established this management system by 

learning from the UK's constitutional monarchy. In the 

UK, a monarch's power is limited by the law, and the 

law lies in the hands of Parliament. In such a system, the 

monarch serves a primarily ceremonial role and does not 

intervene in politics. At Huawei, I have the right to veto 

certain things, but I don't actually have much power. 

Because of this, the US may think it's easy to attack me. 

However, I'm much stronger than I had thought when 

backed into a corner. Right now, we would have no way 

out if we compromised. The only thing we need to do 

is ensure that Huawei can survive and thrive, so that we 
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can better serve people around the world and create 
more value. This may mean that my family and I will 
need to make some sacrifices.

Tom Cheshire: I want to talk about some of the US 
concerns, the perceived relationship between Huawei 
and the Chinese state. The first thing, I know you have 
talked about it before, but the National Intelligence 
Law in 2017, this law states that any organization 
shall support and cooperate in national intelligence 
work with the Chinese state. On an equivalent state, 
Chinese companies, public or private, must work with 
and be directed by intelligence agencies. That has been 
caveated, but why should we not just take this law as 
it stands in black and white?

Ren: I totally understand the concerns about whether a 
Chinese company would fully comply with this law.

At the Munich Security Conference, Yang Jiechi, 
a member of the Political Bureau of the Communist 
Party of China (CPC) Central Committee and Director 
of the Office of the Foreign Affairs Commission of the 
CPC Central Committee, made it very clear that the 
Chinese government never requires companies to install 
backdoors. Premier Li Keqiang then reiterated that 
position at the press conference held after the second 
session of the 13th National People's Congress in March 
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2019. When Premier Li visited our booth at this year's 

16+1 Summit in Croatia, he directly told our staff not to 

install backdoors. They have made this commitment on 

behalf of the Chinese government. By doing this they 

have publicly announced how this law will be interpreted 

by courts in China. So we will follow their requirements 

not to install backdoors or engage in intelligence 

gathering activities.

Moreover, if we did something like what the US 

implies, our customers around the world would stop 

buying our equipment. This would be a huge financial 

hit to us. So we will never do something like that.

Tom Cheshire: I know Mr. Yang and Mr. Li have said 

these things, these politicians saying things. The law 

is there though in black and white. Why does this law 

exist, if it's not for the purpose of compelling Chinese 

companies to assist in national intelligence?

Ren: I don't know. I didn't participate in the legislative 

process.

Tom Cheshire: You have said that you'd shut the 

company down and go to jail rather than follow this 

law. At that point, can the Chinese government, even if 

you go to jail, still be in control of Huawei, as you say, 

your constitutional monarch, if the Chinese government 

wants to take over, sure they can take over?
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Ren: It couldn't happen. We wouldn't do this kind of 

thing. If we did that, it would mean the end of our 

company, again, because our customers wouldn't buy 

our equipment and we would go bankrupt and cease to 

exist.

Europe has established its own cyber security law. 

Germany and the UK have also proposed laws that 

would bar all network equipment providers and carriers 

from installing backdoors. All will be treated equally. I 

totally agree with this proposal. As long as carriers and 

network equipment providers around the world promise 

that they don't install backdoors, then cyber security 

management will be made much easier. Right now it 

is only a proposal and hasn't yet become a law that 

applies globally.

We will continue to work more closely with the UK's 

National Cyber Security Centre, strictly follow the UK 

government's cyber security requirements, and make 

ongoing improvements. We will also follow the EU's 

cyber security law and the General Data Protection 

Regulation (GDPR). We will meet these standards and 

restructure our networks to make them fully adaptive to 

the future society.

Information is managed by sovereign states, not 

by equipment vendors. In 5G networks, information 

packages are not opened when they are transmitted 
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across base stations and access networks. They are 

directly transmitted to the core networks and are only 

opened there. Networks in the UK are managed and 

operated by UK carriers, not Huawei. Huawei only 

provides these carriers with a screwdriver, or a pipe. 

There are so many vendors around the world. Why is 

Huawei the only company that is being targeted? The 

UK's management and testing regime for Huawei is the 

world's most stringent, so they should have confidence 

in our products and services. Since everyone is looking 

at us, we will improve faster. We don't have the kind of 

problems you mentioned.

Tom Cheshire: I slightly disagree, because the UK 

government recently said, they do want a way to 

view encrypted messages, for instance, on Facebook. 

So there is this political move to weaken security, I 

think. If we think back the Snowden revelations, it 

was revealed that many Western companies were 

spying at the request of governments on users around 

the world. In many cases, they had been forced to spy 

without users' knowledge. That has been made secret 

as a result of the law. Isn't it very naive to assume 

that China wouldn't ask the same thing as Western 

governments in terms of spying?

Ren: I can assure you that I won't allow backdoors on 

our equipment.
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Tom Cheshire: The Chinese government often has 

quite opaque relationships with private businesses. 

How would you describe Huawei's relationships with 

the Chinese Communist Party?

Ren: First, we are obliged to obey Chinese law. Second, 

we are obliged to pay taxes. These are the only 

connections we have to the Chinese government.

Tom Cheshire: President Xi Jinping said at the 2017 

National People's Congress that the Party is the leader 

of everything. Does that not include Huawei?

Ren: I may interpret this in a different way. An enterprise 

is an economic organization which needs to undertake 

its due responsibilities. If the Party is capable of 

managing all economic organizations, then there's 

no need to develop private enterprises. In that case, 

party committees will be enough to manage them, 

and even manager offices won't be needed. However, 

China's experience over the past decades showed that 

this model does not work. That's why Deng Xiaoping 

proposed reforms and opening-up. This was a new 

model. Under the new model, party committees in 

enterprises are there just for educational purposes. 

They educate employees to work hard and refrain 

from immoral or illicit behaviour. They do not take 

responsibility for business management, though different 

enterprises may take different approaches.
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Tom Cheshire: I understand that interpretation, and 
I'm not saying that when the Party leads everything, 
they are making business decisions, even if there are 
committees. I'm saying ultimately when it comes 
down to national security risks, the Party will intervene 
at that point. Do you agree with that? Or do you have 
a different interpretation?

Ren: That would be impossible.

Tom Cheshire: Since the conflicts between the US and 
Huawei began, what conversations have you had with 
the Chinese leadership?

Ren: None. I don't think it necessary to have such 
conversations. Otherwise, we would be falling into 
Trump's trap. Trump wants China to give up some 
interests in exchange for Huawei's survival. Why would 
the Chinese government do that? We can survive on our 
own. The US cannot crush us, though we may be going 
through a tougher time than we have expected. China 
doesn't have to make concessions in China-US trade 
talks on behalf of Huawei. I don't want to cause Chinese 
people to get hurt by this. I'm much richer than most of 
them. How can I ask people with less than me to trade 
with Trump at their own expense, just for our benefit? I 
don't want us to be tied with China-US trade talks. We 
have made up our mind to overcome this difficulty on 
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our own. We won't complain or ask for help, and we 

believe we will succeed.

You are the first foreign journalist to have visited 

the exhibition hall in our Ji Jia Center. Our technical 

departments used to stick to the strategy of keeping 

our exhibition halls closed to journalists, let alone taking 

pictures or filming them. They're afraid of our trade 

secrets being disclosed to our competitors. I don't think 

there is anything to hide if we stand strong. I think 

we should be open-minded. So now you are the first 

journalist in the world to visit our 5G exhibition hall, and 

you were allowed to not only photograph, but also film 

while touring around. We just want to show the world 

that we can still survive without the US's support.

We are confident that we will still be leading the 

world over the next three to five years. Whether we will 

decline after that remains a question. If the US cuts us 

off from its science and technology, will we gradually 

decline just as the Qing Dynasty waxed and waned, if 

we fall behind the times in terms of scientific technology 

and theoretical innovation? Probably. Given the current 

situation, I hope Chinese scientists and research institutes 

can look past the academic bubble, because if the 

bubble continues to grow, it will stop people from doing 

serious learning.

To overcome our difficulties, we won't turn to the 
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Chinese government for help. If we did that, it would 
benefit the US. Why would we do that? We can solve 
our problems by ourselves. Why would we ask the 
Chinese government to make any concessions for us?

Tom Cheshire: So they haven't been helping, but 
there have been a lot of interventions by the Chinese 
government, you know, a little bit of pressure on states 
everywhere to accept Huawei. Is that sort of pressure 
from the Chinese government helpful or unhelpful to 
Huawei?

Ren: It's not necessary. Seeing that Huawei is strong 
enough to make the US scared, some countries 
have concluded that Huawei's products are the most 
advanced in the world. They immediately bought large 
quantities of our equipment even without doing tests. 
This has resulted in a rapid increase in our contracts, 
which is beyond my expectations. Now many people say 
my previous prediction that "we would see a drop of 30 
billion US dollars in revenue" was wrong. Our revenue is 
actually growing very fast. So I don't want the Chinese 
government to try and help sell our equipment. If some 
customers don't want to buy from us, we won't try to 
sell to them for a while. First, Huawei is not worried 
about sales at all, and second, our component supply 
has become completely independent of the US. Next, 
we will work to replace complacent employees with new, 
hardworking talent.
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Tom Cheshire: Just to get it straight, to sum up, the US 
government is actually being helpful to Huawei, while 
the Chinese government is being unhelpful to Huawei?

Ren: Without Trump's publicity, many people around the 
world would not have realized that Huawei's products 
are so advanced. So it is Trump that has created more 
market opportunities for us. After Trump said that 
Huawei's products were very good and posed a threat 
to their national security, some countries not allied with 
the US felt they should buy our equipment as soon as 
possible in case we sold out. Recently, visits by carriers to 
Huawei facilities have increased by 49%. They wanted to 
check whether we would be able to continue supplying 
to them. When they found out that our products don't 
need to contain US components, they became reassured 
and placed large orders. But we need some time to 
complete this transition. We can only produce 600,000 
5G base stations this year, and 1.5 million next year. After 
that, we will be able to ensure sufficient global supply.

Tom Cheshire: A last question related to this topic, am 
I right to think you are a member of the Communist 
Party here in China?

Ren: Yes.

Tom Cheshire: So that involves taking an oath. Some 
of that says you promise to be loyal to the party; work 
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enthusiastically, and fight for communism all your life; 

you are ready at all times to sacrifice everything for 

the party and people; and never betray the party. Do 

you still abide by the oath?

Ren: Of course. But the oath aims to serve not only the 

Chinese people, but all humanity. In fact, the manifesto 

of any political party must aim to serve the people; 

otherwise, the party won't last. It is the same in the UK. 

Either the Conservative Party or the Labour Party has 

to claim that it serves the British people, or even all 

humanity. This is the foundation of any political party.

Huawei's ideal and mission is also to serve all the 

people of the world. For example, we operate under 

harsh and desolate environments in Africa to serve the 

people there. These efforts are not to turn a profit, but 

to strive for the well-being of humanity. We are different 

from people on Wall Street who work for money. We 

work for ideals and this has yielded positive results. This 

means we have honoured our oath to the Party.

Tom Cheshire: I don't think the Conservative Party or 

the Labour Party makes their members take an oath. I 

think that's a very sunny interpretation. It says "never 

betray the party". It's about the party. Ultimately the 

party must come first. You have to choose between, 

the party, that oath, and Huawei. The oath must come 

first, surely?
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Ren: Yes, the party's mission is to serve the people, and 
also all of humanity. How could we ever betray such a 
mission?

Later, I'll show you an article called A Man, A Cook, 
and A Dog which was written by a Huawei employee. 
It tells his story on the islands of Comoros which used 
to be extremely impoverished. Electricity there used to 
be available only for an hour every day. At first, he was 
our only permanent employee there, and only had a 
dog to keep him company. We later sent a cook to help 
improve his living standards. By reading this article, or 
talking with our employees in remote areas by video 
calls, you'll get to understand how Huawei employees 
have been striving to work for our ideals and serve 
people all around the world.

Tom Cheshire: Huawei has been in Shenzhen for 30 
years. It's where you started; it's the home of Huawei. 
Just across the water in Hong Kong, we are seeing a 
very different situation from what we have ever seen 
in Hong Kong. What do you make of what's happening 
in Hong Kong right now?

Ren: I don't know anything about what is happening in 
Hong Kong. I focus everything I do on improving product 
quality and ensuring the continuity of our supply chain 
in order to overcome the US campaign against Huawei.
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The UK is a very friendly country, and the UK 

government has been very open-minded, whether being 

led by David Cameron, Teresa May, or Boris Johnson. 

That's why Huawei has made huge investments there, 

and we have made contributions to the UK in at least 

two things.

The first was that we decided to support Arm more 

than 10 years ago when it was still a really small 

company. It was sold to SoftBank for 33 billion US 

dollars a few years ago, and thanks to Arm, the UK and 

Europe have their own CPUs.

The second thing was that we bought hundreds 

of acres of land in Cambridge to build an optical chip 

factory. It will be the most cutting-edge factory in 

the world. We believe the UK has a very favourable 

investment environment. In addition, it has cut taxes and 

is also a very open-minded country. The UK should not 

follow in the footsteps of a few other countries by trying 

to intimidate investors. If that happened, we would run 

away and stop investing there. They should welcome 

investors from around the world, as this will help the 

country become even more prosperous. I've always had 

a lot of confidence in the UK.

Tom Cheshire: I do want to talk about the UK; we will 

get to that very shortly. I know you've been busy, but 

there has been the news still about Hong Kong. Even 
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not in the business capacity, but as a Shenzhen resident, 

as a Chinese citizen, just over the water, do you have 

any view about what's happening in Hong Kong?

Ren: I don't have any opinions on Hong Kong. I just 

hope that the airport will remain open, as people need 

to take a plane to go to school. I don't have other views 

regarding what's happening in Hong Kong.

China is a very stable country. The most important 

foundation for stability is an improved life for the poor. 

President Xi Jinping has been working hard to reduce 

poverty since he took office. He requires the party 

secretaries of counties and government officials at all 

levels to take responsibility for poverty relief.

I have visited some poor places myself in my years. 

For example, Guizhou used to be the second poorest 

province in China, and Hezhang County was the poorest 

county in Guizhou. Things are completely different now. 

Hezhang runs large-scale production of a kind of thin, 

bunching onion. The onions are shipped out by air and 

so on to big cities like Beijing, Shanghai, Guangzhou, and 

Shenzhen. Farmers rent their land to cooperatives and 

are also hired by these cooperatives. I saw an interview 

with a farmer on TV, who said that he rented his land 

to a cooperative at a price of about 3,000 yuan per acre 

per year, and he was also hired to plant and process 

onions, through which he earned a monthly salary of 
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another several thousand yuan. This way, farmers in 

poor counties have been lifted out of poverty.

I went to school in Zhenning County. Residents there 

were mostly members of ethnic minorities, and it was 

a very poor area. The party secretary of Zhenning once 

came to see me and told me that his county planted 

over 2,000 acres of ginger and a lot of plums, and had 

been lifted out of poverty. I once drove there to see it 

for myself, and I really felt that those poor regions had 

completely changed.

Tibet used to be the poorest province in China. 

However, after traveling there, I almost feel like the 

infrastructure in Tibet is better than Shenzhen's 

now. I even joked in Shanghai once that even their 

infrastructure is not as good as Tibet's. The roads in Tibet 

are also very good now. I recently travelled to Xinjiang, 

and it seems to be a very tranquil place. I drove along 

the Duku Highway, which was both quiet and beautiful. 

Travelling there was very safe.

China has lifted many people out of poverty. As 

people's lives improve, so do their levels of satisfaction. 

Why did the Colour Revolution never impact China? 

I think the reason is that the lives of the poor have 

improved, and people are more content. Their living 

standards may still not be high compared with those in 

some Western countries, but have improved significantly 
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in recent years.

Of course, China is still working to lift more people 
out of poverty. China's 900 million farmers are 
increasingly happy about their lives. Urban citizens 
may face some difficulties because of high inflation 
and slowing income growth, but overall China is pretty 
stable.

Tom Cheshire: So when you mentioned the improvement 
of people's lives, people may be feeling their lives 
aren't improving. Is that why you think there is that 
turmoil in Hong Kong, because people want more 
and they are not getting it, they are not seeing that 
improvement, and that's where the political unrest 
comes from?

Ren: I don't know what has caused the unrest in Hong 
Kong. What other countries say about China may not 
be correct. The Shenzhen municipal government has 
recently taken a lot of measures to cut taxes for small- 
and medium-sized enterprises. Taxes on low-income 
taxi drivers have also been cut significantly. That is 
really amazing, because it will prevent social instability 
caused by the widening gap between the rich and the 
poor. I saw the news about tax cuts in Shenzhen on the 
evening news, but I don't have a full picture of relevant 
policies.

The growing income gap between the rich and the 
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poor is a fundamental reason for social instability. Capital 
monopolies, as they develop, may cause instability. In 
China, we need to guard against the widening income 
gap between the rich and the poor, and ensure that it 
doesn't become excessive.

Tom Cheshire: What's your view of Boris Johnson as 
the UK's new prime minister?

Ren: He is very capable and good at making decisions.

Tom Cheshire: Have you spoken with Boris Johnson 
about the coming decision on whether to let Huawei 
into the UK's critical infrastructure?

Ren: I think he is too busy at the moment. If he has the 
time and invites me to talk, I'll be willing to go.

Tom Cheshire: How important is that decision for 
Huawei as a company?

Ren: I thinks it's very important. I noticed that the third 
day after Mr. Johnson took office, he said that the UK 
should deploy 5G nationwide as soon as possible. I 
think this is a wise decision, because speed determines 
a country's economic development. Of course, Huawei 
is not the only vendor of 5G equipment, and other 
companies can also provide good 5G equipment, 
although Huawei's is better still.

Let me share a story. China used to be an agricultural 
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country, and its army was generally made up of infantry. 

This meant they were unable to defeat the mounted 

warriors of their tribal neighbours. Over 2,000 years ago, 

when Emperor Wu of the Western Han Dynasty went on 

expeditions to the west, his tactic was to arm his forces 

with strong horses, because cavalries had a greater 

advantage in battle. China was conquered twice by the 

cavalries of its tribal neighbours. In the 18th century, 

the Industrial Revolution began in the UK, resulting in 

the inventions of trains and steamships. This greatly 

advanced industrial civilization. At that time, however, 

China was still an agricultural civilization that mainly 

relied on carriages as its major means of transportation. 

Therefore, speed determines national strength and 

economic development. If the UK increases information 

transmission speed through 5G, they will be able to seize 

the high ground of AI.

The UK must attach great importance to the 

development of 5G networks. According to what the 

new PM said, the UK will strengthen its rollout of optical 

networks. They should widely deploy optical networks in 

large cities. However, optical networks are not necessary 

for small- and medium-sized cities in the UK. That's 

because 5G can replace optical networks in these cities.

Tom Cheshire: So, from what you said, 5G is a good 

thing. In regards to the UK's decision about allowing 
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Huawei into critical national infrastructure, are you 
hopeful that the UK government, under this new 
Prime Minister, will allow Huawei into critical national 
infrastructure?

Ren: I am not speaking on behalf of Huawei. I don't 
think there will be any issues, no matter which vendor 
the UK chooses for its 5G. The Prime Minister has 
proposed to speed up the rollout of optical networks 
and 5G networks. This is an important decision for the 
UK, which will help it seize the strategic high ground 
of this information revolution. The UK must widely 
deploy optical networks in big cities, because the radio 
frequencies in big cities are not currently enough. 
However, in small- and medium-sized cities, 5G can be 
used to replace optical networks and function as wireless 
telecom equipment. We can provide the equipment they 
need, and so can other vendors. Other vendors can also 
provide very good equipment. The UK government and 
carriers can make comparisons and choose whichever 
vendors they believe to be the best. Objectively speaking, 
I think 5G is critical to the UK.

Currently, South Korea is the most advanced country 
in terms of 5G deployment. So far, Korean carriers 
have secured over two million 5G users within just four 
months.
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Tom Cheshire: Okay, so do you think Huawei should 
be involved and should be allowed in every part of the 
network?

Ren: Of course. The UK has conducted the most rigorous 
reviews on Huawei's products. Our products have been 
"dissected" by many carriers around the world, and 
the UK's "dissection" has been the most thorough of 
all. Therefore, they should have confidence in Huawei. 
However, I think the UK can still compare our products 
with those of other vendors, so that they can identify 
which ones are the best.

Tom Cheshire: Isn't that telling us that Huawei has, 
for a long time, had this rigorous testing, had these 
labs in the UK, as well as all these reports. But there 
are still doubts, there are still delays with decisions, 
and senior politicians, senior members, the premium 
administrations still didn't trust Huawei?

Ren: It is impossible to make everything perfect, 
without any defects. The more we innovate, the more 
defects there will be. As long as we comply with the 
UK's requirements and continue to address any issues 
or defects that have been identified, we can become a 
qualified UK supplier. That's why we are willing to work 
hard and step up our investments.

The Industrial Revolution was first started in the UK, 
and has become a key part of the UK's DNA. In the 
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future, AI will be in dire need of 5G networks. When AI 
becomes a reality, even a small workforce will be able to 
produce a large number of quality products.

The UK doesn't have a large population, but it will be 
able to shine again. An important reason for this is that 
tax rates in the UK have become much lower. When it 
comes to digitization, the UK should remain unaffected 
by ideology and politics, and work to advance its 
digitization agenda. If the UK government does not 
trust others, they could strengthen their oversight. This 
is the only way for the UK to stay on the fast-track to 
economic growth.

Tom Cheshire: If the UK does say no to Huawei in this 
decision after all this testing, it's pretty damning for 
Huawei?

Ren: We are confident that they will not say no if they 
really take the tests seriously. They might say no, but I 
don't think it would be to us.

Tom Cheshire: If you were talking about the strict 
testing, then we talk again about the political pressure 
from the US. Mike Pompeo, the US Secretary of State, 
met with our new foreign secretary in Washington, 
and John Bolton, the US national security adviser, 
came to the UK to speak to Boris Johnson, the most 
senior US official to do so. Afterwards he said, the UK 
government is going to look at Huawei from square 
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one – they are going to start from the beginning. 

Do you think the US is putting pressure on the UK 

government? Is the US interfering in UK affairs?

Ren: The US is putting a lot of pressure on many 

countries around the world, but how many countries 

have they convinced?

We are not particularly concerned with which 

countries buy our products. Our main concern now is 

that our supply will be unable to meet demand.

We have spoken with our carrier customers in China 

and hope they can understand that we need to ship 

equipment to overseas customers first at this critical 

time. This is because it takes time for a new product to 

enter mass production, and we can't produce such large 

amounts of equipment at the moment.

We told Chinese carriers that we would ship more 

equipment to them next year, because there are 

currently many customers buying from us, contrary to 

what many currently believe. We are not afraid because 

some important people keep advertising Huawei all over 

the world.

Tom Cheshire: Part of Boris Johnson's new government 

signature policy is Brexit. Is Brexit a good idea or is no-

deal Brexit a good idea?

13
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Ren: I am not a politician, so I don't know much about 
Brexit.

Tom Cheshire: You said in an interview in May with 
Chinese media, talking about your veto on the board, 
and talking about democracy within Huawei. You 
said, "If we allow voting as the British did, the fate of 
Huawei might be ruined as a company." You're saying 
that Brexit would ruin Huawei, so you do have a view 
on this?

Ren: My right to veto was supposed to expire at the 
end of 2018 when our transition to new leadership was 
completed. I had planned to give it up when that date 
arrived. However, in 2018, the UK had a referendum on 
its EU membership. They voted to leave the EU. That's it.

Huawei's leadership in governance, including the 
Representatives' Committee, the Board of Directors, 
and the Supervisory Board, are elected by shareholding 
employees in a democratic way from bottom up. We 
were afraid that if our employees had a sudden vote 
one day, the company would face great twists and turns. 
Therefore, I retained my right to veto, which can be 
conferrable. However, this right will not be passed to my 
family members, but to the seven elite members who 
will be selected among our senior management.

They will be partially retired by then, so they will be 
fair while exercising the right to veto. A tenure system 
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will then be adopted for these members. Their terms of 
office, which may be iterated, can be four or eight years.

These members, as a group, will be conferred with 
the right to veto on major matters. They are the most 
senior leadership who have left the Board of Directors 
and the Supervisory Board, and they will exercise the 
right to veto as major shareholders. This will prevent 
the company from making wrong decisions on major 
matters by simply acting on the wishes of employees. 
We should not allow major changes to the company to 
be based purely on what employees desire.

Tom Cheshire: As an example, you saw the referendum 
we had about leaving the European Union. And you 
decided not to enable full democracy to stop big 
mistakes on major matters. Does this sound like you 
think that the Brexit was a big mistake on a major 
matter?

Ren: No, that's not what I meant. What I said just now 
is that we should extract lessons from the UK's decision-
making process when establishing our own systems. I 
didn't comment on whether the UK should leave the EU 
or not.

Tom Cheshire: Beyond the UK, there are other issues 
alongside the relationship with Chinese state. One of 
the things that keeps coming up is about the theft of 
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the intellectual property. Has Huawei ever engaged in 

an IP theft?

Ren: No. The company has strict rules, and we've 

never stolen any intellectual property. We have a large 

amount of cutting-edge intellectual property, and we 

are an industry leader in this regard. We have respected 

IP protection since we started the company. Even when 

this interview is finished and you release the video in 

the UK, we will pay all copyright fees required for any 

rebroadcasting we want to do. We obviously can't 

rebroadcast your video without paying for the copyright. 

So in addition to IP related to technologies, we also pay 

a lot of attention to IP protection in other aspects. We 

proactively observe all related laws and regulations.

Tom Cheshire: You are very welcome to use our video. 

But with things like the Motorola case in 2007, Cisco in 

2003, and Tappy, the T-Mobile robot, these are all pure 

inventions. A lot of these cases have been settled. But I 

believe Huawei admitted to copying some source code 

for routers. These things do keep happening, so it does 

seem like there's a small problem here?

Ren: First, these kinds of judgments are made by the 

courts. Recently Cisco has also used our code. A lot of 

code is publically available and can be accessed online. 

When programmers downloaded a bit of code online, it 

does not create problems.
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Tom Cheshire: You mentioned Xinjiang earlier. You 

mentioned that it had become stabilized. A lot of people 

are worried about what's happening in Xinjiang. The 

first question is that is Huawei supplying equipment, 

software, or expertise to authorities in Xinjiang?

Ren: As a communications equipment provider, we sell 

equipment to carriers and relevant companies. However, 

it's the carriers who decide how to use the equipment. 

Similarly, carmakers sell cars to anyone, and so the 

cars they've sold may be used for different purposes. I 

suggest that you also visit Guizhou, Yunnan, Tibet, and 

other regions in China inhabited by ethnic minorities, 

and take a look at the situations for yourself. You should 

visit these places in person. I may not be able to explain 

everything clearly to you.

Tom Cheshire: We've been to Xinjiang. We've seen 

it with our eyes and felt it. Do you approve of the 

government's policies in that region?

Ren: I am not familiar with government policies in 

Xinjiang. I only know the overall living standards there 

are improving. The only way to guarantee social stability 

is to eliminate poverty. In regards to specific policies, I 

am not very familiar with them. I am not a politician, 

and I don't study policies. My knowledge about Xinjiang 

is based on what I experienced on vacation there. I 

visited farm houses and listened to the farmers' stories.
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Tom Cheshire: You talked about cars, like supplying 

cars to people, and this is a more general question. 

Do you worry that when you supply technology, 

it might be misused by governments, especially 

by authoritarian governments, wherever they are 

around the world, especially when it comes to things 

like big data and AI? Are you concerned about how 

governments will use your technologies, all the types 

of technologies you have?

Ren: We don't sell equipment based on what countries 

the carriers come from. Governments hold sovereignty 

over their country. There are lots of different types 

of governments around the world: monarchies, 

democracies, republics, and so on. We won't interfere 

with other countries' internal affairs. If we decide to sell 

equipment to some countries and reject some others, 

that essentially means we are taking a political stance. 

Sovereign states have the right to decide how to use the 

equipment.

Tom Cheshire: Your experience as an entrepreneur 

growing up in China, during an era that experienced 

the great leap forward, the Cultural Revolution, 

reform and opening up, how did those shape you as 

an entrepreneur? And how did they shape Huawei 

as well?

16
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Ren: I matured and such experiences made me less 

naïve.

Tom Cheshire: And in terms of Huawei's culture, how 

does that reflect, that maturity and lack of naivety?

Ren: Huawei is now full of vigour everywhere. 

Employees are free to criticize me and the company in 

our Xinsheng Community, and we do not consider those 

who criticize us to be bad people. Our Human Resource 

Mgmt Dept will check whether these employees' 

criticisms of us are valid. If they are valid, the department 

will further check whether these employees have been 

high performers during the latest three years. If they 

have, these employees will be transferred to work at HQ 

for six months and then be assigned back to operating 

teams. This has made our corporate culture flexible. 

People outside Huawei might think that there is chaos at 

Huawei when we are attacked. However, as you can see 

here on our campus, there's no chaos. Instead, you only 

see our employees working diligently. Such a relaxed 

environment enables employees to speak out when they 

see things unpleasant and then become relieved.

Tom Cheshire: It feels like one word to describe 

Huawei, one noun, would be toughness. That analogy 

of the plane, you talk about this conflict, getting to the 

top of the mountain, being tough seems to be, maybe 

the most prized attribute of Huawei.
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Ren: You're right. Before Trump's attacks against us, 

Huawei was like a plate of loose sand. That was because 

many employees were very rich and didn't want to go to 

work in hardship regions. They just wanted to stay where 

they were. The company was too big to manage as 

well, so it was in a shaky and unsteady state. However, 

the US's attacks against us activated this organization. 

If employees work hard, they are likely to grow in the 

company. Otherwise, they might have to leave. I would 

like to thank Trump for activating our company.

Tom Cheshire: Is there anything else you'd like to 

add? Anything you'd like to say to the people that 

are watching at UK, including Boris Johnson, but also 

around the world?

Ren: First, I have high respect for the UK. The country 

has made outstanding contributions to the world 

over the past several hundred years, especially during 

the Industrial Revolution. The British are known for 

global expansion, through which they brought their 

advanced culture and industry to different parts of 

the world. Today, two-thirds of the world's population 

are using English in one form or another. This shows 

the tremendous contributions that the UK has made 

to the world. Without a unified language, it would be 

impossible to modernize the world. Today, English is the 
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world's most universal language. The UK has spread 
the elements of its modern civilization like industry and 
culture across the world, so I think the contributions the 
UK has made to the world are really great.

Second, the key characteristics of the UK lie in its 
institutional development, which has made significant 
contributions to the world history. The Glorious 
Revolution in the UK was a peaceful revolution, which 
was also known as "The Bloodless Revolution". In the 
350 years that followed, there were no major internal 
conflicts within the country. The UK has adopted a 
constitutional monarchy. Under this system, the monarch 
serves a primarily ceremonial role and doesn't intervene 
in politics, thus allowing Parliament to leverage its 
collective wisdom. The development of the UK provides 
a new model for the world. Revolutions often cause 
much damage to society. It is not just about casualties. 
The damage can be so severe that it cannot be repaired, 
even over several hundred years. I think the path that 
the UK chose has been very successful. The UK pays 
a lot of attention to standardisation, but it lacks one 
thing, innovation. The US has inherited the attribute 
of standardisation from the UK, because a great many 
Protestants migrated to the US. The US had been 
expanding too rapidly, so it couldn't control its end points; 
however, this left room for innovation. As a result, the rise 
of the US has been even faster than the rise of the UK.
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Third, the UK should become a role model in 

the information era, as it has some of the greatest 

educational and cultural systems in the world, despite 

a small population. Looking ahead, the UK should 

focus on developing AI. Super-fast computing and 

super-large storage, which you can buy, are important 

for AI's development. But super-fast connections are 

more important. Fibre and 5G can provide super-fast 

connections. The US doesn't have super-fast connections, 

because it is still using cables for most of its networks, 

which provide low-speed connections. If the US wants 

advanced fibre networks, it would have to invest another 

500 billion US dollars. The US also needs to invest 

heavily in 5G. The US is rejecting advanced 5G, so it has 

encountered big obstacles for AI development.

The UK must seize the opportunity to develop AI. 

At Huawei, we have a lab called the Turing Lab. Turing 

was a British mathematician, and the father of AI, over 

80 years ago. The UK is also a world leader in genetic 

engineering. If electronics technology is combined with 

genetic engineering, will that create an even bigger 

industry for humanity? What if genetic, electronic, 

photon, quantum, and AI technologies are all combined? 

Then we will see a world that we can hardly imagine.

The UK must seize this historical opportunity and 

leverage AI to amplify the effects of its small population. 
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This will allow it to once again become a major 
industrial power. The British people are polite and well-
educated, and they have everything that is necessary to 
make this happen. In the traditional industrial era, large-
scale industrial manufacturing couldn't be achieved 
through automation and informationization. As a result, 
industries had to be moved east to countries with larger 
populations. You have visited our production lines, where 
we use a little bit of AI, but our reliance on manual 
labour has significantly reduced.

The UK should develop vigorously and become a 
role model for the world, encouraging people to focus 
on increasing productivity. The best goal for a country is 
to make its people rich and prosperous. I would like to 
convey my best wishes to the UK and I have complete 
confidence in our investments there.
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Joe McDonald: Thank you, Mr. Ren, for seeing us. We 

understand you're very busy, so thank you for giving us 

this time.

Ren: I'm also very glad to see you, because you are 

giving us an opportunity to share our situation with a 

wider audience.

Joe McDonald: Last night in Washington, the US 

government announced it's going to postpone this 

Entity List by 90 days. May we ask your reaction to 

this? What difference will this 90-day extension mean 

to Huawei? You know, how much does the company 

still need the American products and components that 

will be affected by this Entity List?

Ren: This is a good thing. Both sides need to think it 

over cool-headedly though.

First of all, the US should weigh in on which party 

stands to lose more: Huawei or the US companies. 

They really need to do their research and then consider 

whether to keep us on the Entity List.

I am always an advocate of globalization. This is 

because globalization enables optimal allocation of 

resources and stands a better chance of delivering high 

quality services to customers around the world. The 

globalization we have achieved today was hard won 
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through decades of collaborative efforts. A further divided 

market is not in the best interests of the US, because the 

US is currently the world's most powerful country and 

has the biggest vested interest in the global tech sector.

Second, whether the temporary license is extended 

will not have too significant an impact on Huawei. From 

5G products to core networks, we can do well without 

relying on the US. Yesterday, you must have seen our 

whole series of products that no longer contain US 

components. We need a short period of time to switch 

over and ensure run-in of these newly designed circuit 

boards. Following that run-in period, our production 

capacity will soar.

The biggest impact of the Entity List would be on our 

consumer business. There are billions of Android system 

users around the world. Banning Huawei from using 

this system will not ensure the US's national security. If 

the US still wants to ban us from Android, we may need 

to work on our own backup plan. Google is a great 

company and we have signed many agreements with 

them in good faith over the years. We want to continue 

using their products. If we are allowed to do so, we are 

more than willing to help extend the use of this US 

technology around the world. But if Google or Microsoft 

cannot continue to provide their systems to Huawei, 

then it is possible that there will have to be a third 
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system to replace theirs. No one can be certain that this 

third system will fail. If this system does succeed, it will 

pose a big threat to the US.

What's happened over the last few months has 

proven that the Entity List won't crush us. Huawei can 

definitely survive and thrive. Is this what they wanted 

when they added us to this Entity List? They might not 

get what they wanted. China and other countries will 

produce alternatives. In the future, US products may not 

be able to enter markets using these alternatives. If this 

happens, their market size will shrink, which will weaken 

their financial performance. We don't want to provoke 

confrontation. We still want to buy US components, 

despite the fact that we can mass produce alternatives 

ourselves. We want to reduce our own production and 

buy from the US, because we want to contribute to the 

prosperity of humanity together with the US companies.

Joe McDonald: You've been talking to foreign 

reporters a lot this year. For a long time you did not 

talk to reporters. I assume that your goal in talking 

to reporters this year is to repair Huawei's reputation 

abroad and to improve operating conditions in the face 

of this pressure from the United States. Do you think 

it's working? Do you think conditions are improving 

for Huawei? Do you think you're repairing your 
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reputation?

Ren: Your analysis is pretty much correct. I came 

forward to show who we really are during this time of 

crisis. When the US added Huawei to the Entity List in 

May, most people, including those from the media and 

other companies, thought Huawei was doomed. Some 

believed that Huawei would survive for more than two 

or three months, and that when our current inventory 

was used up, Huawei would collapse. As I met with 

more and more media outlets, many believed I was just 

trying to conceal how poorly prepared we were. Over 

the past six months, roughly 2,000 journalists have 

visited our campuses. When they saw how Huawei was 

actually doing, they came to realize that Huawei is still 

alive and its productivity is increasing. In the beginning, 

media coverage of Huawei was very negative, but then 

it started to improve slowly, and now it is almost good. 

This shows that what we have been doing has worked. If 

I were to only speak with the media, and not allow you 

guys to see firsthand how we are doing, I don't think our 

credibility would be very high.

Ken Moritsugu: I want to ask going back to your 

daughter's detention in Canada in December and then 

coming through the six or seven months of this year 

and the tensions with the US on trade and the Entity 
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List. In your time running Huawei, is this the biggest 

crisis you've felt as a company? Or have there been 

other crises in the past that you would say similar?

Ren: Actually, there have often been crises over the 

last 30 years. If it's not this crisis, then it's that crisis. 

Sometimes a particular crisis would be big enough to 

endanger our very survival. The crisis created by the US 

was a big blow to us, but its impact has not been too 

significant. In the past, we had no talent, technology, 

capital, or market share, and we had no clue whether 

we could survive the next day. Those crises might have 

been more severe than the one we are facing today. 

Regarding this current crisis, we are likely to overcome it, 

because our business has grown to a certain scale and 

we have developed our capabilities. Therefore, I don't 

think this is too scary.

Joe McDonald: President Trump has suggested that 

he might go easy on Huawei or drop the Entity List 

and also that he might improve conditions for your 

daughter Meng Wanzhou, if the Chinese government 

agrees to make some trade agreement with the 

United States. What's your reaction to this? Do you 

think Huawei is just a pawn or bargaining chip in this? 

How do you feel about the American President talking 

about your company this way?
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Ren: It sounds like a good idea if this pawn can 

help solve the problem between the two countries. 

However, I will not push the Chinese government to 

make concessions for the benefit of Huawei, because 

trade is something governments should handle, not 

businesses. Despite the current US campaign against 

Huawei, we still have sufficient funds to help us get 

through the difficulty. Many people in China are still very 

poor. So as a matter of conscience, I could not accept 

it if the government had to sacrifice the interests of 

those poor people for the benefit of Huawei. I would 

rather withstand attacks for a couple more years and 

my daughter to suffer more, than let China concede 

something to the US for Huawei's benefit. In fact, the 

US should realize the standard of living for many people 

in China is still very low.

So I will never ask the Chinese government to make 

concessions so that the US would go easier on us. If the 

US does not ease up, Huawei might grow slower and 

Meng Wanzhou might have to stay longer in Canada 

and suffer more. But I would rather accept this because 

it is in the interests of China and the Chinese people. 

If the Chinese government makes many sacrifices for 

Huawei's survival, I would feel indebted to the country.

If some people in the US say, "Ren Zhengfei can spend 

some money to improve the situation for Huawei", they 
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are right. That is something I might consider. If some 

people in the US say our 5G technology poses a threat 

to the US's national security, then I'm open to discussing 

the possibility of transferring our 5G technologies and 

production techniques to US companies. Then they can 

develop their 6G based on our 5G and speed up the 

process of their technological development. I'm open to 

all of these possibilities because we will sacrifice our own 

interests instead of the interests of the Chinese people. 

Otherwise, people will curse at me on the street.

Joe McDonald: You mentioned people who say that 

Huawei or 5G might be a security threat. What 

additional things can Huawei do? Or what additional 

things is Huawei planning to do to reassure the United 

States and Australia and other governments that 

its technology is safe, is not a threat in order to gain 

access to their 5G markets?

Ren: I think if the US and Australia haven't been 

convinced that 5G is nothing more than an advanced 

tool and if they still have security concerns, maybe it's 

best for them not to buy Huawei's 5G technologies or 

products. They can decide whether to buy from us after 

all the other countries have proven our products pose 

no threats. By doing this, they will not feel as worried. 

I personally see 5G as just a tool to support the future 
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adoption of artificial intelligence. So the tool itself is not 
a security concern.

If you look into this tool further, data in 5G networks 
will be aggregated in core networks. These networks are 
owned by the telecom carriers of sovereign states. These 
carriers are subject to the laws of those states in which 
they operate, and their data is governed by local laws. 
There are no security issues there with 5G.

Although we currently think that we don't have any 
security issues, we are still working hard in that area. 
Huawei has grown from a small company to what we 
are today. Our software may not be perfect, but we will 
continue to improve it. This of course involves ensuring 
cyber security and privacy protection across entire 
networks. With privacy protection, for example, we are 
fully compliant with the EU's General Data Protection 
Regulation.

Joe McDonald: We've seen over the last three months 
protests in Hong Kong. We're wondering how these 
protests affect Huawei. I mean it's the next city 
over, adjacent to your HQ city, and Hong Kong is an 
important business center for you. What effects are 
these protests having on Huawei and what effects are 
they having on US-China relations and tensions in a 
way that might affect Huawei?
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Ren: China operates based on a "one country, two 
systems" principle in Hong Kong. The problem as we 
see it is not as simple as a next-door-neighbor problem. 
Unlike two adjacent cities in the mainland, there's still a 
border and customs between Hong Kong and Shenzhen.

In terms of the "one country, two systems" policy, 
Hong Kong works under a free capitalist system while 
China's mainland works under a socialist system. These 
are two completely incompatible systems. For Hong 
Kong, the legal system gives people the freedom to 
demonstrate. That's understandable. There has been 
some violence recently, which is in nobody's best interest.

The protests in Hong Kong haven't had any impact 
on our business. We are still focusing on our production 
and are patching up the holes in our bullet-riddled plane 
so that it can return home safely. Right now, we are 
primarily concerned about whether we will continue to 
survive under the current US sanctions against Huawei. 
We are not concerned about what is happening in Hong 
Kong, nor will we analyze it. We are working to find out 
more about how the US's Entity List affects us and how 
to improve our production.

Joe McDonald: We're also wondering about Huawei's 
technological future. What do you see as the most 
important emerging technologies that have not been 
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developed yet? What do you see as the priority areas 
for Huawei to develop?

Ren: I think the future of emerging technologies 
is about intelligent computing and evolution from 
intelligent computing to artificial intelligence. 5G is just a 
supporting platform that lets artificial intelligence deliver 
low latency and high bandwidth. It is a tool rather than 
a result.

Joe McDonald: How is Huawei changing its research 
and development in response to US pressure? Are you 
acting as if the Entity List and restrictions will become 
permanent and you will have to produce your own 
components? In what areas does Huawei think that 
it has to become self-reliant or ensure it is no longer 
dependent on American suppliers? And how is it trying 
to accomplish that?

Ren: It's unlikely that the US will ever remove Huawei 
from the Entity List, because no one in the US will 
take a stand to get us removed from it. It seems that 
attacking Huawei in the US is politically correct and that 
the US has every reason to give Huawei a hard time. 
Any American who voices their support of Huawei, even 
once, would probably find themselves under attack by 
many. So we are mentally prepared for staying on the 
Entity List for a long time to come.
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In the short term, we will work to fix the areas that 

need to be fixed. In the long term, we will set our sights 

on future-proof, emerging technologies such as artificial 

intelligence and cloud. If we aren't successful in these 

areas, we might become sidelined or just die out. If the 

US cuts its tech sector off from China, it may be difficult 

for us to access some advanced US elements. In that 

situation, will Huawei start to fall from the top? Probably. 

This is where Chinese scientists and research institutes 

will come into play.

Ken Moritsugu: I'm wondering how much this Entity 

List and the pressure on Huawei from the US have 

changed Huawei's strategy. Last year, before this 

happened, I think most people were talking about 

5G rollout. That was the big Huawei story and 

here's what's coming next. Now, we're talking about 

the Entity List, the need for Huawei to reduce its 

dependence on US suppliers. How much have you or 

Huawei had to change the strategy of the company? 

And how is that affecting the company and its future?

Ren: The Entity List has not impacted our strategy; 

rather it has helped it. It has led us to give up on some 

marginal, unimportant products so that we can focus 

our resources on core products. In the past, we couldn't 

control budget allocation among entry-level teams, and 
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as a result, we worked on peripheral products, but now 
we've made up our mind to axe them. To do this, we 
implemented a transformation across our R&D functions, 
during which 46% of R&D departments were removed. 
The outstanding employees from these departments 
were relocated to our core product lines. This way, we 
will only become more competitive in our core products. 
You visited our exhibition hall yesterday and saw our 
products with your own eyes. If you have an opportunity 
to visit other companies and make a comparison, you 
will come to understand why we are so confident in our 
global leadership.

The Entity List will not crush us as the US hopes. By 
adding Huawei to the Entity List, the US wanted to kill 
off Huawei. But we are not dead; in fact, we are doing 
even better than before. This is not what they were 
hoping for, and the Entity List has not affected us as 
much as it has affected our US partners. They used to 
supply us with several hundred million or even several 
billion dollars' worth of components and were suddenly 
not allowed to do so. Their short-term financial results 
will surely be significantly impacted and their losses will 
be felt. After all, stock prices matter a lot to Wall Street.

I think the Entity List hurts the US a lot more than 
it hurts us. While it should be revoked, I don't think it is 
likely. So we are prepared for a situation where we will 
be on the Entity List for a long time.
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Joe McDonald: You mentioned 5G earlier. How much 

does Huawei depend on American components or 

technology for 5G and how will the Entity List affect 

that and Huawei's ability to sell 5G products? Just 

products, any 5G technology?

Ren: Huawei's 5G products and core networks don't 

depend on US components or technology.

Joe McDonald: So either Huawei makes everything 

itself, or it has non-American suppliers?

Ren: We basically make everything ourselves.

Joe McDonald: I would like to ask about the foreign 

workforce at Huawei. Huawei is unusual among 

Chinese companies in that it has a large number of 

very advanced technicians and specialists who are 

not Chinese. What advantage does Huawei get by 

having foreign employees instead of an entire Chinese 

workforce? And what difficulty or what burden does 

that place on the company?

Ren: When different countries, nationalities, and 

cultures come together, collisions happen, but these 

collisions can be mutually beneficial and generate a lot 

of vitality. Our foreign employees have helped create 

a diversified culture within our company, giving our 

products a leading edge around the world. Today, the 
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US is the world's most advanced and most developed 

country as well as the most powerful country in terms 

of technology. A critical reason behind this is that the US 

is an immigrant society, which has attracted countless 

brilliant minds from around the world. Of course, 

Huawei is far less diversified than the US, but our foreign 

employees can serve as "gamma globulins" to inspire 

changes to the mindset of our current employees. So 

there are many advantages to hiring foreign workforce.

We are also working to increase the percentage of 

local hires in our overseas offices. Since it may not be 

easy for Chinese employees to adapt to overseas work 

environments, we now prefer hiring local employees to 

sending more Chinese staff overseas. This is more cost-

effective, and more importantly, this creates jobs and 

cultivates talent for local communities.

Joe McDonald: Some people abroad are uneasy about 

Huawei and they say there are some questions about 

who controls the company or who makes decisions. 

For now, in the very top layer of people who make 

decisions, the board and the CEO level, all are Chinese 

citizens. Would Huawei consider adding non-Chinese 

members to the board of directors or appointing a 

non-Chinese chief executive as a way of increasing the 

trust of foreign countries? And if you don't think that's 

possible, why do you think it's not possible?
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Ren: I think our foreign employees must first have the 
right skillset before being placed in a top management 
position. Besides, such foreign employees must have 
worked at Huawei for at least 25 years. This is because 
I believe a senior executive should start from the very 
bottom of the company and climb their way up the 
career ladder step-by-step to gain a comprehensive 
understanding of how the company works. Some 
Western companies change their CEOs frequently, 
but after several rounds of changes, these companies 
may be totally ruined. This is because new CEOs from 
other companies may not really understand how these 
companies run, especially not on the ground floor. 
Some might even think they can just drink a little wine, 
talk a little philosophy, and then they're good to run a 
company.

Non-Chinese employees have taken up positions at 
Huawei as country-level CEOs and directors of product 
lines, as well as senior experts like Huawei Fellows, which 
is the highest technical position at Huawei. Of course, 
please feel free to recommend qualified candidates for 
CEO, chairman, or other senior management positions. 
We will first assign these candidates to work in hardship 
regions, like in Africa and even way out on the Comoros 
Islands where we only have one permanent employee 
with only a cook and a dog to keep him company. We 
will then send them to other places to get more hands-
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on experience and technological expertise. After they 

have developed a comprehensive understanding of 

Huawei's business, they may have opportunities to be 

promoted to top management positions.

Why are some Western companies not doing very 

well? Because their board of directors is focused on 

finding an excellent chief executive officer. After new 

executives come on board, they often leverage just 

about anything to expand capacity, but then have to 

drop prices when there is an oversupply of products. 

This might eventually lead to the collapse of these 

companies.

Therefore, at Huawei, we emphasize that our business 

leaders must come from within, and this includes our 

pool of 30,000-plus foreign employees.

Joe McDonald: If you appointed a non-Chinese board 

member or a non-Chinese chief executive-level person, 

could you see that causing any trouble with the 

Communist Party? Would it change the personality of 

the company from a political point of view? Do you 

think that's an obstacle?

Ren: No, absolutely not. We have established boards 

of directors in some countries outside of China, and in 

those cases, the majority of the members are renowned 

figures in the local communities.
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Ken Moritsugu: We learned yesterday that you like 

to talk to your employees and you like to have tea 

or coffee, or you encourage them to have tea or 

coffee. Even as the company has gotten very big, you 

continue this. I'm wondering, when you speak to your 

employees now, is anybody worried about the future 

of Huawei because of the pressure from the US? Or 

are they comfortable? And why? How are you able to 

give the employees such confidence despite everything 

that is happening, if that's the case?

Ren: First, it's not me giving our employees the confidence 

they need to face our current situation. They get their 

confidence from the clear path to future success they 

can see on their own. We wouldn't be able to constantly 

preach to our employees and force them to believe in 

the stories we tell. Rather, they can see how their own 

hard work is contributing to the company. This fills 

our employees with hope. The Entity List incident has 

inspired our employees, and they have improved their 

abilities to solve problems. That further adds to their 

confidence in our company.

Joe McDonald: We want to ask about your life and 

how your life experiences influence the development 

of Huawei. Could I ask your background? You came 

from Guizhou, one of the poorest places in China and 
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you grew up in a poor town. How did someone from 

your background, a poor kid from Guizhou, become 

one of the most successful business people in China?

Ren: I personally don't know how I managed to get to 

where I am today. I once said, even if I had not gone to 

university and instead worked on raising pigs, I could 

have become a leading expert in pig farming. I focus 

relentlessly on whatever I choose to do, so I believe I 

could be good at anything.

Recently, I traveled to a place called Beidahuang in 

Northeast China. During that trip, I said if I had worked 

there when I was young, I would have transformed an 

entire village in Beidahuang into a noodle processing 

factory. This plant would have been able to process all 

the wheat in Beidahuang into various types of noodles 

and other wheat products. All the farmers would have 

become members of the business and shared in our 

success. That is not a hi-tech industry, and we just would 

have been turning wheat into noodles, so I don't think 

that business would have easily failed.

There is a village like this called Nanjie in Henan 

Province that focuses on making noodles. That village 

continues to adopt a model of collective dedication, 

and is very successful. There's yet another village in 

China called Huaxi that focuses on steel. That's a faster-

paced tech industry, so it has been impossible for simple 
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farmers to keep pace with the times. That's why Huaxi 

village has declined slowly over time.

Even if I had not gone to university and instead raised 

pigs or worked on noodle processing or something else, 

I believe I would have still become the best in whichever 

area I chose, because I have this relentless focus. I 

established Huawei by accident.

When I was young, I did not have very big dreams. 

I always just wanted to have some fresh steamed buns 

because that was something that I was rarely able to 

have. The second dream I had when I was young was to 

go to university, so I could get some distance from my 

parents. I had never left the province where I grew up, so 

I really wanted to go to another province to broaden my 

horizons.

I didn't have big dreams when I was young. I just had 

this relentless focus on whatever I chose to do. With this 

kind of almost obsessive focus, the likelihood of success 

becomes much higher. I don't see any connection 

between my poor background and the success I have 

today.

Ken Moritsugu: Can I ask about the relentless focus 

that started when you were very young, when you 

were still a child? What gave you this relentless focus 

on whatever you are doing?
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Ren: The place where I grew up was very poor. There 

was pretty much nothing that we could do to entertain 

ourselves. I played with mud and stones, and shot things 

at birds. These were the simple things that I could do. 

Maybe this was how my personality started to take 

shape. I don't have a background in psychology, so I'm 

not sure how my personality was formed. I think it may 

be attributable to my curiosity.

Joe McDonald: We met your author Tian Tao the other 

day, who wrote a book about Huawei. He said that he 

asked 50 people what the most important factor in 

your development was and he said that all 50 people 

said it was your mother. Is that true? Do you think that 

your mother influenced your life? And if so, can you 

tell us how? In what ways?

Ren: Back then, my behavior towards my parents was 

similar to the way today's young people act towards their 

parents. The youth of today tend to be cold towards 

their parents. For example, when they return home 

from abroad, they may not even bother to call their dad 

or mom. Instead of talking to their own parents, they 

will talk with others here and there. This was also true 

to me. I only came to understand the greatness of my 

parents' personality and integrity after they passed away. 

When they were alive, I couldn't understand them, and 

I often became fed up with what they said to me. So it's 
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hard to say what kind of influence my parents had on 

my personality.

My father was the principal of a middle school. My 

mother was responsible for a class of third-year high 

school students and also taught mathematics. At the 

same time, she had to take care of seven kids. We had 

no housekeeper, so my mother had to cook for all of 

us on her own. She generally spent the 10 minutes 

between her classes rushing back home to cook rice. 

Then after a class, she would rush back again to cook, 

possibly, two simple dishes. Actually, the dishes could 

hardly be called dishes. That was the life she had.

My father was denounced as a "capitalist roader". 

He was detained in a so-called cow shed, which was 

used to hold intellectuals at that time. Because of that, 

his salary was slashed. My mother was not a college 

graduate. Therefore, despite her hard work, she only 

earned 40 yuan per month, around 7 to 8 US dollars, 

to feed the entire family. We had grown up then, but 

we boys still had to wear patched and rugged clothes. It 

was too embarrassing for my sisters, especially those at 

college, though. So my mother gave the unpatched old 

clothes to my sisters, and she herself wore the clothes 

that had been patched up again and again. I was told 

by my younger brother that her colleagues didn't want 

to sit close to her during a meeting, because of what 
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she was wearing and the fact that she was the wife of 
a "capitalist roader". So it's hard to say what influence 
she had on our personalities. What I do remember was 
the pitiful experience she went through. By the time I 
came to understand my parents and I wanted to take 
good care of them, they had passed away. That was the 
biggest regret in my life: I missed the opportunity to take 
good care of my parents.

As I mentioned, my mother only graduated from a 
junior high school. But she continued studying on her 
own to better teach her students. Out of her students, 
more than 90% went to college. So you can imagine 
the great efforts she had to make. When she was 15 
or 16, she joined a choir that sang songs opposing the 
Japanese invasion during the Second Sino-Japanese War. 
Because of the absence of the Communist Party there, 
the choir was probably organized by unofficial teams 
from the Nationalist Party. After the Chinese Civil War, 
this experience caused political pressure for her, and 
she mentally suffered severely for decades afterwards. 
On top of this, she had to feed and take care of seven 
kids. Although my father was a principal, the school 
was far away from where we lived. So he had no time 
for us, and it was my mother alone who took care of 
us. In such a difficult situation, how could my mother 
have time to talk with us? As far as I can recall, she only 
talked with us once or twice after cooking in the kitchen.
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After my parents passed away, I came to reflect and 

regret how little I understood them. That's why I don't 

criticize my own kids for not being close to us. After all, 

I was just like that when I was a kid. So again, it's really 

hard to say what kind of influence my parents had on 

me. I believe that what society has taught us and what 

we learn by ourselves have a greater influence on us. We 

cannot attribute our personality entirely to our parents. 

Otherwise, we would be misled to the theory that your 

parents' genes define everything about you.

Joe McDonald: We were wondering whether there's 

an example of a problem you encountered and you 

solved in a way that you think illustrates the Huawei 

strategy. Someone suggested to us the story of 

Xiaolingtong and Huawei's decision on whether to 

develop Xiaolingtong or not. That's one possibility of 

the Huawei strategy, and how you think about the 

business.

Ren: I would say Xiaolingtong or the Personal Handy-

phone System (PHS) in China was a strange occurrence. 

It was not born out of market demand; instead, it 

was a byproduct from the systems at the time. Back 

then, 55 MHz spectrum was still available at the 1,800 

MHz frequency band in China, which could have been 

allocated to China Telecom to support GSM services. If 
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that had been the case, there would have been no reason 

for China Telecom to launch the PHS. However, that 55 

MHz spectrum was not allocated to China Telecom and 

as a result, China Telecom had to find an alternative that 

could work on spectrums that were not strictly regulated. 

It happened that the PHS acted as cordless home 

telephones, and didn't require strong signals.

Therefore, China Telecom enhanced its mobility, 

and introduced it to the market. The PHS was just a 

temporary product. China Telecom did not have wireless 

products at the time, so they used the PHS in wireless 

scenarios.

I think our strategy is to take a long-term view and 

think about what the actual needs are. That's very 

important.

The PHS did not have a bright future, and consumed 

huge amounts of effort and energy. If we expanded into 

this market, how would we have focused our strategic 

forces on our promising core business?

Joe McDonald: We have read that that situation 

was very contentious within Huawei and that the 

company almost split apart because of it. Can you tell 

us about that?

Ren: We were not particularly concerned with the 

external pressure, and we insisted that we not go with 
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the PHS. But there was still pressure from within the 

company. What if Huawei had tumbled and even died 

because of my misjudgment?

At the time, Huawei was under great pressure to 

survive. We were focused on developing products that 

were in line with 3GPP standards. The whole process 

to achieve this lasted about eight years. During that 

period, there were many employees within Huawei 

who wrote reports asking the company to work on the 

PHS, because they wanted to make more money. They 

thought the PHS was very simple, and that Huawei was 

well positioned to work on it.

Every time I read a report, it was a struggle and an 

extremely painful experience for me. That's probably 

also when my depression got worse. Our concerns were 

not put to rest until China decided to issue 3G licenses 

eight years later.

Joe McDonald: You mentioned depression. We have 

heard that you have told employees that in about 2000 

you felt great pressure and you would wake up in the 

night and worry about how you would pay employees, 

and that you even considered suicide. Is that true? And 

if it is true, can you tell us about that situation? What 

happened?
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Ren: I don't want to talk about this painful experience 
any further. All I can tell you is that what they have said 
is true.

Ken Moritsugu: Can you talk about what you learned 
from that experience, maybe? And did it change you? 
And how did you overcome this kind of challenge?

Ren: I would say I learned nothing from it. It's like a 
journey that contains only pain, with no gain. All I can 
say is that if we spread things too thin and don't stay 
focused, we are doomed to fail. But if we choose the 
correct direction and stay the course, success is very 
likely. We have summarized this goal as the generally 
correct direction. It's impossible to choose a direction 
that is 100% correct. So all we need is a generally 
correct direction.

We also need to inspire passion across our organization, 
and ensure we all work towards the same goal. Looking 
back, I would say that's the bet we made on science 
and technology. It could have been wrong, but luckily, it 
turned out right. This relieved my pressure, and I never 
thought about suicide again.

Joe McDonald: How do you think of the situation 
now, the crisis facing Huawei with the United States, 
compared with the difficulties with Xiaolingtong in 
2000 and so on? If you compare the two, what does 
this situation feel like?
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Ren: The pressure we are facing now is probably only 

1% or maybe 10% of what we faced back then, because 

now we are confident that we will weather this crisis. 

Back then, we knew nothing for sure and we feared 

the unknown. Now though, I don't have that fear. At 

that time, I was so tormented by my fear that I fell into 

depression. Now we are patching our holes step by step. 

The holes in our 5G and core networks have been fixed, 

and we only have a couple of holes remaining in our 

consumer business. We believe we can fix them over the 

next two to three years. Therefore, we have confidence 

that we didn't have back then. In addition, unlike those 

days, we now have more financial resources, and the 

company stands united as a whole.

Moreover, back then we had yet to define our own 

identity. We are a private company and in those days, 

private companies in China had very little social or 

political status. However, we were earning a profit, and 

people just couldn't understand why. The pain points 

that we feel today are the attacks from the US. They 

attack our business and our market, but this won't crush 

us. Only in China could my social standing be impacted; 

nothing the US does could hurt me because I wouldn't 

go there. I am more relaxed now.

I could have retired earlier, so why am I still working? 

Because I see I am still helpful in this current crisis. I will 
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continue working for a few more years, so it is likely 

we will meet again in the future. You can ask whatever 

questions you want; I will give you the honest answers.

The last 30 years has been a painful experience for 

me, with little joy. Every step of the way had its own 

difficulties and pains. You are the first journalist to 

ask me to compare the current crisis with the painful 

situation we experienced in 2000. This has given me an 

opportunity to refresh my memory. Thank you.

Joe McDonald: You're in your 70s now. Most Chinese 

business leaders at your age have already retired, and 

most people at your age would be enjoying being 

praised for having been very successful. Instead, you're 

now in the middle of this trade and technology war 

between Washington and Beijing. How does that 

feel? You had so much success and now you are in this 

conflict. How will you get through this?

Ren: Probably I'm too healthy to want to retire at this 

point in time. I would be bored if I retired, so I would 

rather do something for our PR department. This is also 

a way to entertain myself.

I'll share a few funny stories with you. AIG's former 

chairman, Allen Greenberg, once invited me to the US 

for a routine physical with his private doctor. Later on, 
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I did two other physicals at the 301 Hospital and the 

Peking Union Medical College Hospital back in China. 

The results of all of these showed that my heart and 

stomach are both very young and there are no areas of 

any concern regarding my heart or blood vessels.

I am still very healthy all around. It's probably because 

I don't have any really bad habits. I don't smoke or drink, 

and I eat healthy and follow my doctor's advice. What's 

more, I don't have any hobbies like singing or dancing, 

and I don't take care of children. If I retired, I would have 

nothing to do at all. I would rather stay at Huawei and 

do something helpful.

In the last couple of years, I followed my wife on trips 

to Bolivia. I did not feel uncomfortable at an altitude 

of more than 4,000 meters in Bolivia. One Huawei 

employee there told me that the oxygen level at that 

height was only 0.5 points lower than that in Shenzhen. 

I was unsure whether he was telling the truth. Recently I 

also went to Nepal for site visits. A helicopter took me to 

some level ground near our sites, and then I walked the 

rest of the way up to see our base stations at an altitude 

of 5,200 meters. I didn't feel that it was a burden for my 

heart. Of course, it was unlike walking fast at sea level, 

but I was able to handle it well. In these last two years, I 

have not been walking so much. During the years before 

that, I walked a lot, and young people walking with me 
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might have got blisters on their feet and been unable to 
carry on.

Why haven't I retired? The reason is that if I don't 
retire, I can often come to the company to have some 
coffee. It's inconvenient for me to drink coffee outside, 
because I am an Internet celebrity.

I told these funny stories to relax the atmosphere. 
Now let's return to our conversation.

Joe McDonald: One question from the news about 
current events. We saw a news report from the Wall 
Street Journal  that said Huawei employees in two 
African countries had helped authorities there find 
or harass their political opponents. What is Huawei's 
position on this? What is your personal policy on 
helping other governments do political things? Do you 
agree to help governments do this sort of thing? Did 
Huawei agree to help these governments in Africa to 
do this?

Ren: No such thing happened at all. And this information 
was totally unsupported. We have issued a legal letter to 
the Wall Street Journal .

Joe McDonald: What sort of letter is that? A legal 
demand for retraction or something else?

Ren: It's about asking the media outlet to investigate 
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and clarify. They shouldn't circulate rumors. Instead, they 
must investigate thoroughly and correct their mistakes.

Ken Moritsugu: One more follow-up question. I want 
to ask about technology because technology is very 
powerful; it can be used for good or bad in many 
ways. And I believe Google and Facebook had some 
of these debates going on about whether they had 
responsibility for how their technology is used. Do 
you have any thoughts on technology? Or do you just 
provide it and people use it? Or do you feel you have a 
responsibility for how technology is used?

Ren: Huawei provides technology and ensures that our 
technology complies with cyber security and privacy 
protection laws, like GDPR. At the end of the day, 
networks are controlled and managed by sovereign 
states through carriers, so this is not something that 
Huawei can or cannot do. After our equipment is 
installed, carriers observe and track you at all times. 
Otherwise, how can you dial and make phone calls? 
The whole process must comply with international 
laws as well as laws of different countries. This is not 
something Huawei employees can control. Therefore, 
the international community has to come up with a 
unified set of rules on this.
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RESPONSE OF HUAWEI TO U.S. HOUSE OF REPRESENTATIVES  

PERMANENT SELECT COMMITTEE ON INTELLIGENCE 

 

Question 1 

 Huawei is a global technology company operating in 140 countries all over the world.  

Huawei complies with all applicable national and regional laws, regulations, and administrative 

rules.  Huawei is regulated by relevant government agencies and maintains normal business 

relationships with commercial banks.   

 

 In the telecommunications industry, manufacturers of communications equipment and 

carriers communicate with the government in each country where they operate.   Such 

communications facilitate compliance with applicable policies, laws, and regulations, the 

development of industry standards, and governmental testing and licensing.   

 

 China is not an exception.  Just like any other commercial corporation operating in China, 

Huawei maintains normal commercial communication and interaction with relevant government 

supervisory agencies, including the Ministry of Industry and Information Technology and the 

Ministry of Commerce.  Huawei does not interact with government agencies that are not relevant 

to its business activities, including the Ministry of National Defense, the Ministry of State 

Security, and the Central Military Commission.   
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 Huawei interacts with the Chinese government through channels that are open and fair to 

all commercial vendors.  Article 19 of the Regulations of the People’s Republic of China on 

Open Government Information 2008 stipulates that administrative agencies should compile and 

publish open government information guides and catalogues of open government information.  

The open government information guides should include the name, office address, office hours, 

contact telephone number, fax number, and e-mail address of the office for open government 

information work.  Anyone can access and communicate with the government through these 

open contacts.   

 

 Huawei has normal business relations with the Export-Import Bank of China.  Huawei 

has no business relationship with the China Investment Corporation and has no relationship with 

the Chinese Communist Party in its business activities. 

 

 The Chinese government regulates Huawei according to certain laws and regulations, 

including the Company Law of the People’s Republic of China and the Provisions of Shenzhen 

City on Employee Stock Option Plans.  The interests of Huawei’s shareholders are protected by 

those laws and regulations, which are accessible through open channels. 

 

Question 2 

  An employee’s political affiliation is personal and confidential information.  

Accordingly, an employer is not entitled to collect or disclose such information.  

 

 Chapter 1, Article 19 of the Company Law of The People’s Republic of China states:  “In 
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companies, Communist Party organizations shall, in accordance with the provisions of the 

Constitution of the Communist Party of China, be set up to carry out activities of the Party.  

Companies shall provide the necessary conditions for the Party organizations to carry out their 

activities.”  

 

 According to public sources, large Chinese and foreign enterprises all establish Party 

Committees in China, including Huawei, Wal-Mart China, Motorola China, and Shanghai 

General Motors.  The Party Committee at Huawei is not involved in any of the company’s 

business operations. 

 

Question 3 

 Huawei respectfully declines to answer Question 3 as written because to do so would 

require the provision of confidential, proprietary information.  Huawei is precluded from 

providing such information by legal obligation. 

  

Question 4 

 Huawei participates in open bidding for some R&D projects launched by the Chinese 

government.  All qualified enterprises operating in China (including joint ventures with foreign 

investments) are allowed to apply for these incentives.  Such R&D projects in China have 

nothing to do with Huawei’s R&D activities in the United States.   

 

 Huawei actively participates in R&D projects initiated by the European Union (EU) FP7 

and certain EU member states. Huawei has also participated in applying for funding from the 
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U.S. National Science Foundation (NSF).  All the processes of participating in these projects are 

done in an open and transparent manner. 

 

It would be overly burdensome for Huawei to provide all documents related to the funding 

discussed in Question 4, and Huawei respectfully declines to do so.   

 

Question 5 

 The communications industry has matured. Only when the interests of chip vendors, 

equipment providers, carriers, and end users are aligned can equipment providers achieve long-

term sustainable growth.  Through continuous cost-controls and management improvements, 

Huawei is able to provide its customers with high-quality products and services at reasonable 

prices.  It would not be a sustainable practice for any equipment vendor to bid significantly lower 

than the benchmark price in any market.  For further information, please see Exhibit A, attaching 

Huawei’s Annual Report. 

 

 Low price has never been used as Huawei’s sales strategy in the U.S.  Huawei prices the 

products and services that it offers in the U.S. by weighing common market-driven factors 

including, but not limited to, the following: 

 

 Costs of the products and services being offered 

 Reasonable profitability 

 Reasonable average market prices 

 Long-term benefits provided to Huawei by customers 
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 Huawei USA operates independently of the parent company.  Huawei USA determines 

prices based on the authorized base price set by Huawei’s headquarters.    

 

 Huawei USA, as a subsidiary of Huawei Technologies, received initial capital from the 

parent company, as is normal in any international corporation.  Huawei USA seeks to operate and 

grow healthily in the US market. 

 

 Huawei is not privy to detailed information as to its competitors’ prices.  Huawei does not 

provide “significantly cheaper goods to the American market, often underbidding all other 

telecommunications providers by orders of magnitude,” as suggested by the Committee. 

 

 It would be overly burdensome for Huawei to provide all documents related to Question 

5, and Huawei respectfully declines to do so.   

 

Question 6 

 As relayed to the Committee in the February 23, 2012 meeting, Huawei decided to 

voluntarily limit future business contracts in Iran primarily for the following three reasons: 

 

 The international community has enhanced sanctions against Iran. We think that relevant 

sanctions will be further tightened. 

 We cannot collect payment for our business operations in Iran. 
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 Huawei operates in over 140 countries globally.  As a responsible enterprise, Huawei 

respects the contracts signed with our customers.  These contracts signed in Iran facilitate 

communication for the Iranian people. 

 

United Against Nuclear Iran (UANI) communicated to Huawei that the company should limit its 

business contracts in Iran. 

 

 Huawei is committed to observing the applicable laws and regulations of the UN, the US, 

the EU, and other countries and regions on sanctions. Huawei has established an internal 

program on trade compliance, based on industry best practices, to effectively manage Huawei’s 

global business in this regard. 

 

Question 7 

 Huawei is not aware of any such laws in China.  If the Committee knows of such laws, 

we would appreciate its clarifying the matter.  Huawei has never been tasked by the Chinese 

government with providing information or acting on its behalf. 

  

 Huawei understands that it is engaged in a sensitive industry.  Huawei also understands 

the critical importance of information infrastructure to national security.   Huawei has never 

intended to harm any nation or steal any national intelligence, business secrets, or IPR.  Huawei 

will never support, sympathize with, or be tolerant of the theft of national intelligence, business 

secrets, or IPR, nor will Huawei permit itself to be instigated into carrying out such activities.  If 

the Committee has received specific allegations that Huawei has engaged in conduct of this sort, 
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we respectfully ask the Committee to provide such allegations to Huawei so it can respond. 

 

 Huawei has established and fully implemented an end-to-end trustworthy global cyber 

security assurance system as to personnel, policies, organizations, processes, management, 

technologies, and standards.  As a global commercial company, safeguarding customers’ cyber 

security is crucial to Huawei’s fundamental interests across the world. 

 

Question 8 

 Over the last seven months, Huawei has held extensive dialogue with Committee 

members and staff, including on the topic of Huawei’s founder and CEO Ren Zhengfei. His 

biography is as follows. 

 

 Born on October 25, 1944 into a rural family where both parents were school teachers, 

Mr. Ren Zhengfei spent his primary and middle school years in a remote mountainous town in 

Guizhou Province.  In 1963, he studied at the Chongqing Institute of Civil Engineering and 

Architecture.  After graduation, he was employed in the civil engineering industry until 1974 

when he joined the military’s Engineering Corps as a soldier tasked to establish the Liao Yang 

Chemical Fiber Factory.  Subsequently, Mr. Ren had taken positions as a Technician, an 

Engineer, and was lastly promoted as a Deputy Director, which was a professional role 

equivalent to a Deputy Regimental Chief, but without military rank.  Because of his outstanding 

performance, Mr. Ren was invited to attend the National Science Conference in 1978 and the 

12th National Congress of the Communist Party of China in 1982.  Mr. Ren left the army in 1983 

when the Chinese government disbanded the entire Engineering Corps.  He then worked in the 
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logistics service base of the Shenzhen South Sea Oil Corporation.  As he was dissatisfied with 

his job, he decided to establish Huawei with a capital of CNY21,000 in 1987.  He became the 

CEO of Huawei in 1988 and has held the title ever since. 

 

 During the May 23rd meeting, Mr. Ren Zhengfei himself described in detail issues 

surrounding this question.   

 

 After Mr. Ren left military service, he did not continue to have any military-service 

obligations. 

  

Question 9 

 As of December 31, 2011, the ESOP had 65,596 participants; all of these participants are 

Huawei employees.  Every shareholding employee who still works at Huawei is entitled to elect 

or be elected as a shareholding employees’ representative.   All shareholding employees who still 

work at Huawei elect 51 people as representatives.  Those 51 representatives then elect 13 people 

as members of the Board of Directors and 5 people as members of the Supervisory Board. 

 

The current 51 representatives were elected in December 2010.  The current members of the 

Board of Directors and the Supervisory Board were elected by the 51 new representatives in 

January 2011. 

   

Biographies of the members of the Board of Directors and the Supervisory Board are set 

forth below.   
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 During the February 23rd meeting, we provided the Committee with the Articles of 

Restricted Phantom Shares, which describes the relevant issues in detail. 

  

Biographies of members of the Board of Directors 

Ms. Sun Yafang 

 Ms. Sun joined Huawei in 1989, and had served as an engineer of the Marketing & Sales 

Dept, Director of the Training Center, President of the Procurement Dept, General Manager of 

Wuhan Office, President of the Marketing & Sales Dept, Chair of the Human Resources 

Committee, Chair of the Business Transformation Executive Steering Committee (BT-ESC), 

Chair of the Strategy and Customer Standing Committee, and President of Huawei University. 

Since 1999, Ms. Sun has been the Chairwoman of the Board. 

 

 Prior to joining Huawei, Ms. Sun worked as a technician at the state-owned Xinxiang 

Liaoyuan Radio Factory in 1982, a teacher at China Research Institute of Radio Wave 

Propagation in 1983, and an engineer at Beijing Research Institute of Information Technology 

in 1985. 

 

 Ms. Sun was born in 1955, and graduated in 1982 with a bachelor’s degree from 

Chengdu University of Electronic Science and Technology. 

 

Mr. Guo Ping 

 Born in 1966, Mr. Guo holds a master’s degree from Huazhong University of Science 
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and Technology.  Mr. Guo joined Huawei in 1988 and has served as an R&D project manager, 

General Manager of Supply Chain, Director of Huawei Executive Office, Chief Legal Officer, 

President of the Business Process & IT Mgmt Dept, President of the Corporate Development 

Dept, Chairman and President of Huawei Device, Corporate EVP, and Chairman of the 

Finance Committee. 

 

Mr. Xu Zhijun (Eric Xu) 

 Born in 1967, Mr. Xu holds a doctorate degree from Nanjing University of Science & 

Technology.  Mr. Xu joined Huawei in 1993 and has served as President of the Wireless 

Product Line, Chief Strategy & Marketing Officer, Chief Products & Solutions Officer, 

Chairman of the Investment Review Board, Corporate EVP, and Chairman of the SDC. 

 

Mr. Hu Houkun (Ken Hu) 

 Born in 1967, Mr. Hu holds a bachelor’s degree from Huazhong University of Science 

and Technology.  Mr. Hu joined Huawei in 1990 and has served as President of the Marketing 

& Sales Dept in China, President of the Latin America Region, President of the Global Sales 

Dept, Chief Sales & Service Officer, Chief Strategy & Marketing Officer, Chairman of the 

Corporate Global Cyber Security Committee, Chairman of the BOD of Huawei USA, 

Corporate EVP, and Chairman of the Human Resources Committee. 

 

Mr. Ren Zhengfei 

 Born on October 25, 1944 into a rural family where both parents were school teachers, 

Mr. Ren Zhengfei spent his primary and middle school years in a remote mountainous town in 
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Guizhou Province.  In 1963, he studied at the Chongqing Institute of Civil Engineering and 

Architecture.  After graduation, he was employed in the civil engineering industry until 1974 

when he joined the military’s Engineering Corps as a soldier tasked to establish the Liao Yang 

Chemical Fiber Factory.  Subsequently, Mr. Ren had taken positions as a Technician, an 

Engineer, and was lastly promoted as a Deputy Director, which was a professional role 

equivalent to a Deputy Regimental Chief, but without military rank.  Because of his 

outstanding performance, Mr. Ren was invited to attend the National Science Conference in 

1978 and the 12th National Congress of the Communist Party of China in 1982.  Mr. Ren left  

the army in 1983 when the Chinese government disbanded the entire Engineering Corps.  He 

then worked in the logistics service base of the Shenzhen South Sea Oil Corporation.  As he 

was dissatisfied with his job, he decided to establish Huawei with a capital of CNY21,000 in 

1987.  He became the CEO of Huawei in 1988 and has held the title ever since. 

 

Mr. Xu Wenwei (William Xu) 

 Born in 1963, Mr. Xu holds a master’s degree from Southeast University.  Mr. Xu joined 

Huawei in 1991 and has served as President of the International Technical Sales & Marketing 

Dept, President of the European Area, Chief Strategy & Marketing Officer, Chief Sales& 

Service Officer, President of the Joint Committee of Regions, and CEO of the Enterprise BG. 

 

Mr. Li Jie (Jason Li) 

 Born in 1967, Mr. Li holds a master’s degree from Xi’an Jiaotong University.  Mr. Li 

joined Huawei in 1992 and has served as Regional President, President of the Global Technical 

Service Dept, President of the Human Resource Mgmt Dept, and President of the Joint 
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Committee of Regions. 

 

Mr. Ding Yun (Ryan Ding) 

 Born in 1969, Mr. Ding holds a master’s degree from Southeast University.  Mr. Ding 

joined Huawei in 1996 and has served as Product Line President, President of the Global 

Solution Sales Dept, President of the Global Marketing Dept, Chief Products & Solutions 

Officer, and CEO of the Carrier Network BG. 

 

Ms. Meng Wanzhou (Cathy Meng) 

 Born in 1972, Ms. Meng holds a master’s degree from Huazhong University of Science 

and Technology.  Ms. Meng joined Huawei in 1993.  She obtained her M.A. in 1998. Ms. 

Meng has served as Director of the International Accounting Dept, CFO of Huawei Hong 

Kong, President of the Accounting Mgmt Dept, President of the Sales Financing & Treasury 

Mgmt Dept, and currently, CFO of Huawei. 

 

Ms. Chen Lifang 

 Born in 1971, Ms. Chen graduated from Northwest University.  Ms. Chen joined Huawei 

in 1995 and has served as Chief Representative of the Beijing Representative Office, Vice 

President of the International Marketing Dept, Deputy Director of the Domestic Marketing 

Management Office, President of the Public Affairs and Communications Dept, and Corporate 

Senior Vice President. 
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Mr. Wan Biao 

 Born in 1972, Mr. Wan holds a bachelor’s degree from the University of Science and 

Technology of China.  Mr. Wan joined Huawei in 1996 and has served as Director for the 

UMTS RAN System, President of the UMTS Product Line, President of the Wireless Product 

Line, and President of Huawei Device. 

 

Mr. Zhang Ping’an (Alex Zhang) 

 Born in 1972, Mr. Zhang holds a master’s degree from Zhejiang University.  Mr. Zhang 

joined Huawei in 1996 and has served as Product Line President, Senior Vice President, Vice 

President of Strategy & Marketing, Regional Vice President, Vice President of the Global 

Technical Service Dept, and CEO of Huawei Symantec. 

 

Mr. Yu Chengdong (Richard Yu) 

 Born in 1969, Mr. Yu holds a master’s degree from Tsinghua University.  Mr. Yu joined 

Huawei in 1993 and has served as 3G Product Director, Vice President of the Wireless 

Technical Sales Dept, President of the Wireless Product Line, President of the European Area, 

and Chief Strategy & Marketing Officer. 

 

Biographies of members of the Supervisory Board 

Mr. Liang Hua 

 Born in 1964, Mr. Liang holds a doctorate degree from Wuhan University of Technology.  

Mr. Liang joined Huawei in 1995 and has served as President of Supply Chain, CFO of 

Huawei, President of the Business Process& IT Mgmt Dept, President of the Global Technical 
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Service Dept, and Chairman of the Audit Committee. 

 

Mr. Peng Zhiping (Benjamin Peng) 

 Born in 1967, Mr. Peng holds a master’s degree from Fudan University.  Mr. Peng joined 

Huawei in 1996 and has served as President of the Terminal Product Line, President of the 

Optical Network Product Line, President of the Supply Chain Mgmt Dept, President of the 

Procurement Qualification Mgmt Dept, and currently, Chief Operations & Delivery Officer. 

 

Mr. Ren Shulu (Steven Ren) 

 Born in 1956, Mr. Ren holds a bachelor’s degree from Yunnan University.  Mr. Ren 

joined Huawei in 1992 and has served as President of Shenzhen Smartcom Business Co., 

Limited, Chairman of the Capital Construction Investment Management Committee, and 

currently, President of the Internal Service Mgmt Dept. 

 

Mr. Tian Feng 

 Born in 1969, Mr. Tian holds a bachelor’s degree from Xidian University.  Mr. Tian 

joined Huawei in 1995 and has served as EVP of the Middle East and Northern Africa Area, 

President of the Middle East Region, President of the China Region, and CEO of Huawei 

Agisson. 

 

Mr. Deng Biao (Alex Deng) 

 Born in 1971, Mr. Deng holds a bachelor’s degree from Jiangxi University.  Mr. Deng 

joined Huawei in 1996 and has served as President of the Access Network Product Line, 
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President of the Network Product Line, and President of the Carrier Software & Core Network 

Business Unit. 

 

Question 10 

 Huawei provides products and solutions used by the following 45 carriers worldwide as 

of  December, 2010(in alphabetical order): 

 

America Movil, Belgacom, Bell Canada, Bharti Airtel, British Telecom, BSNL, China 

Mobile, China Telecom, China Unicom, Comcast, Deutsche Telekom, Etisalat, FT/Orange, 

Hutchinson Whampoa, KDDI, KPN, KT Corp, MTN, MTS, NTT, Oi/Telemar, Orascom 

Telecom, OTE, Portugal Telecom, Saudi Telecom, SFR, SingTel, SK Telecom, Softbank, 

Sprint, Svyazinvest, Swisscom, TDC, Telecom Italia, Telefonica, Telekom Austria, Telenor, 

TeliaSonera, Telmex, Telstra, Telus, Verizon, Vimpelcom, Vodafone, and Zain. 

 

 Huawei respectfully declines to provide these carriers in order of volume of sales, as to 

do so would communicate confidential, proprietary information.  

 

 The following is the list of the top 10 customers (from 2006 to 2010) in the United States 

who use Huawei products or services (in alphabetical order): 

 

Alltel (currently Verizon Wireless), Clearwire, Cox TMI Wireless, Cricket Communications, 

Hibernia Atlantic, Level 3/BTE Equipment, MetroPCS, Personal Communications Devices, 

Suddenlink, and T-Mobile. 



 

Page | 16  

 

 

Question 11 

  

     As of June 2012, U.S. customers that cross-brand Huawei’s devices include Cricket 

(leap),MetroPCS, US Cellular, Tracfone, Google, Discovery. 

 

 Huawei declines to specify which customers cross-brand with Huawei’s devices in 

countries other than the U.S., as to do so would communicate confidential, irrelevant 

proprietary information. 

 

Question 12 

 The Chinese government has never provided Huawei with export-buyer credits, and 

Huawei has never stated otherwise.   

  

 Both Chinese and non-Chinese financial institutions provide industry-compliant export-

buyer credits to Huawei’s customers.  These financial institutions include ABN AMRO Bank, 

BNP Paribas, Bank of China, Bank of Tokyo-Mitsubishi UFJ,  Citibank, China Development 

Bank, Export-Import Bank of China, Deutsche Bank, Development Bank of Singapore, Hong 

Kong and Shanghai Banking Corporation, Industrial & Commercial Bank of China, ING 

GROEP, Standard Chartered Bank, and Societe Generale, etc.. 

 

 The information requested in Question 12(a) is not available to Huawei.  It is confidential 

and proprietary to the banks as lenders and to international customers as the borrowers.  
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 Customer financing is a common practice across the telecommunications industry.   Upon 

request  by customers to finance their purchase of Huawei’s products, Huawei will recommend 

the customers to financial institutions.  Alternatively, financial institutions may contact 

Huawei seeking to provide credit support for procurement by carriers.  We will then introduce 

those financial institutions to our customers.  The financial institutions will evaluate project 

risks in accordance with their internal credit policies and approval procedures and make an 

independent decision whether to extend loans to the customers and on what terms.  To the best 

of Huawei’s knowledge, the financial institutions determine the prices and conditions for the 

financing in accordance with the standard loan process.  The financial institutions also 

independently negotiate the financing terms with the customers directly. 

 

Question 13 

 Huawei USA’s training center is located in Plano, Texas.  The center employs six 

employees.  All of the trainers are Huawei employees. 

  

 We have no current plans to close our U.S. training center.  The center provides training 

for Huawei’s customers and employees.  Customers pay for any training expenses incurred by 

their employees, and Huawei pays for the training expenses incurred by its employees. 

  

 Huawei declines to provide its customer training catalog to the Committee with this 

response because it is proprietary.  However, Committee members are welcome to come to 

Huawei’s office and review these materials in confidential session. 
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Question 14 

 Respect for intellectual property rights is one of Huawei’s most important policies.   This 

policy has been included as a fundamental principle in the Business Conduct Guidelines for 

Huawei employees.  

 

 Through continuous innovations, Huawei has maintained a leadership position in the 

industry and is one of the companies with the most IPR in the telecommunications industry.  

Huawei invests 10% of its annual revenue in R&D every year.  In 2011, Huawei invested $3.76 

billion in R&D. Its total R&D investments in the recent decade have exceeded $15 billion.  

Huawei has patent cross-licensing agreements with many major industry peers, including 

Qualcomm, Ericsson, Sony Ericsson, Nokia, Nokia-Siemens, Sisvel, Alcatel-Lucent, Nortel, 

Dolby, Rovi, BT, and KPN. Huawei has paid more than $1.2 billion in patent royalties. 

 

 Huawei has never supported nor engaged in and will never support nor engage in illicitly 

acquiring the confidential information of any country, individual, or company.  If the Committee 

has received specific allegations that Huawei has engaged in conduct of this sort, we respectfully 

request that it provide such allegations to Huawei so it may respond to them.  Huawei has 

established and fully implemented an end-to-end trustworthy global cyber security assurance 

system in terms of personnel, policies, organizations, processes, management, technologies, and 

standards. 

 

 So far, as we are aware, Huawei employees have not attempted to obtain private 

information from any third parties through Huawei’s network or equipment. 



 

Page | 19  

 

 

 Huawei has always placed great importance on protecting the security of its Intranet.  

Huawei has established its network defense system that fully complies with industry standards.  

We are aware of previous attempted attacks on Huawei’s Intranet.   The IP addresses 

associated with these attacks were from many countries around the world.  As hackers usually 

initiate attacks by spoofing, we could not accurately determine who initiated these attacks.  As 

far as we are aware, we have not detected any attacks against Huawei’s network that were 

initiated by governments. 

 

Question 15 

  

 According to Article 33 of the Audit Law of the People's Republic of China, “Audit  

 

institutions shall, in conducting audit, have the power to carry out investigations among units or  

 

individuals concerned of issues relating to audit matters and obtain relevant testimonial material.  

 

The units and individuals concerned shall support and assist the audit institutions in their work  

 

by providing them with truthful information and relevant testimonial material.” 

 

 Huawei assisted in the audit in accordance with the law. 

 

 

Question 16 

 Since 1997, Huawei has relied on western management consultancy companies to help us 

improve our capabilities, build our processes, and develop a comprehensive management 

system driven by customer requirements.  For over ten years, Huawei has maintained close 

cooperative relationships with world leading consultancy companies including IBM, 
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Accenture, the Hay Group, PWC, and FHG.  Hundreds of experts from these consulting firms 

work at Huawei to help Huawei establish its main corporate processes, such as LTC, IPD, and 

ITR, and other supporting processes, such as IFS, human resources, IT, and quality 

management processes. 

 

 Lead to Cash, or LTC, is an end-to-end business process employed throughout Huawei’s 

operations.  It is one of the primary customer-facing processes at the corporate level.  This 

LTC transformation enables us to pay more attention to operations, details, and efficiency 

improvement so as to achieve operational excellence.  LTC will enable us to continuously 

create value for carrier customers, even though they are faced with fierce competition and 

higher revenue and cost pressures. 

 

 Integrated Product Development, or IPD, is another primary business process used at 

Huawei that covers the concept design to go-to-market (making a product readily available in 

the marketplace) for Huawei’s products, services, and solutions.  It is Huawei’s main R&D 

process.  The transformation that centers around IPD enables Huawei to better focus on 

customer needs, including high quality, superb service and rapid response.  

  

 Issue to Resolution, or ITR, is a transformation that strives to address customer issues.  

By building a customer-centric customer support service management system, ITR ensures that 

Huawei focuses on customers’ issues and complaints and rapidly responds to and addresses 

customers’ issues, thereby improving customer satisfaction. 
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 Integrated Financial Services, or IFS, is a transformation that aims to ensure that Huawei 

has a sound finance system.  By enhancing the visibility of cash flow, financial processes, and 

data, and controlling enterprise risks, IFS improves Huawei’s ability to continuously and 

rapidly provide high-quality services to customers. 

 

 Huawei declines to provide additional detail as to our consultancy relationships, as such 

detail would include highly sensitive proprietary information.  Further, Huawei declines to 

provide additional detail as to our consultancy relationships because those relationships are 

governed by non-disclosure agreements. 
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Ren Zhengfei's Roundtable with Media from Latin America and 
Spain 

December 11, 2019 

Shenzhen, China 

01 Pablo Díaz, ABC: Thank you for giving me the opportunity to ask the first 
question. Mr. Ren, my question is about the Chinese government. How can you 
make it clearer to the public that the Chinese government does not interfere with 
Huawei? Would going public be a good solution? I also wonder, in an 
environment like China, how you can ensure a company operates independently. 

Ren: If going public is a good way to address this problem, why do Wall Street firms 
often collapse? Huawei was founded in China, so of course, we follow the law here. 
In addition though, we abide by laws of all other countries and regions where we 
operate. That is to say, we are committed to complying with all applicable laws, 
including international law. The basis for judging whether Huawei is a great company 
should be the actions we take and the results we deliver, rather than whether we have 
gone public or not. 

Pablo Díaz, ABC: The second part of my question: Is it possible for a company to 
operate independently from the Chinese government and the Chinese 
Communist Party? 

Ren: The answer is yes. China has laws that guarantee this. Within the boundaries of 
the law, private firms operate independently, with clear-cut ownership. 

02 Natacha Carla Esquivel, Clarín: I am a journalist from Argentina. My 
question is about my country. As far as I know, Huawei has chosen Argentina as 
the first among all overseas offices to pilot a new program. Why Argentina? Is it 
because my country has experienced financial turmoil, such as the recent 
currency devaluation and high inflation? 

Ren: Why did we choose Argentina as the country to pilot our Contract Reviews and 
Conclusions at Representative Offices program? 

First, the former president of our Latin America Regional Office first piloted this 
program in Argentina, and the current president suggested that we continue with the 
pilot there. Argentina is facing many challenges during this pilot period. We believe 
that if our transformation can stand the test of such a complicated economic 
environment, its success will be even more convincing. That's why we have sustained 
such efforts in Argentina. Today, we can say this pilot program has been successful. 
We have started duplicating the practices of the Argentina pilot in over 20 countries 
around the world. 

Second, I myself am a big fan of Argentina. Of course, this is not just because of 
your tango dancing. Your beef is also amazing. Your barbecue is so delicious that I 
would want to go to Argentina just to eat. Looking forward, I hope Argentina can 
further open its doors and strengthen its cooperation with China. China is in need of 
Argentina's beef, soybeans, and many other great things. Selling more of these things 
to China will facilitate the economic development of both countries. 

I have been to several private farms in Argentina. I have often tried to talk the 
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Chinese government into adopting your approaches to managing private farms. In 
China, we also have cattle raisers, but we call them herdsmen. Meanwhile, cattle 
ranchers in Argentina are doing scientific research. They have labs on their own farms 
to work on cattle embryos and even some genetic technology. This is modern farming. 
If China wants to further develop its rural areas, we must allow these areas to work 
with agricultural research institutions. We have so much to learn from Argentina. 

Your country is at the end of the world and is geographically secure. Even if there 
is a great war in the rest of the world, Argentina will be safe and sound. You should 
invest more of your national wealth into education, healthcare, and research of other 
areas. During World War II, Argentina made a significant contribution to the world. 
Argentina provided woolen coats and beef to tens of millions of anti-Fascist soldiers, 
helping them secure victory. In the late 1940s and early 1950s, Argentina was one of 
the richest countries in the world. I look forward to seeing your country restoring 
prosperity. 

03 Javier García, EFE: Good afternoon, Mr. Ren. Thank you for taking the time 
to meet with us. I'm from Spain. I don't know whether you are impressed by 
Spain in the same way as you are by Argentina. Many Spanish carriers are using 
Huawei's equipment and have signed 5G contracts with Huawei. Vodafone is a 
prime example of this. However, we've learned recently that Spain's Ministry of 
Defense has recommended their employees not use Huawei's equipment in office 
areas, effectively banning Huawei's equipment from many public offices. Does 
this mean Spain no longer trusts Huawei like they used to? What are the reasons 
behind this? 

Ren: First of all, we have not been banned by the Ministry of Defense, nor have we 
received any such notice from them or any other public institutions in Spain. We will 
continue to provide high-quality services to all of our customers in Spain. 

Second, Spain is a great country. It played an instrumental role in ushering in the 
Age of Exploration and discovering the New World. The world was divided into the 
Western Hemisphere and Eastern Hemisphere when Spain and Portugal set forth to 
build their empires. Spain's rise to power is a key part of world history, and something 
we all study. Despite the dangers, you used wooden sailboats to explore new sailing 
routes around the world. Records show a total of 3.5 million boats were capsized 
between Europe and Asia during that period, with the majority of them from Spain. 
Your spirit of dedication is something we strive to emulate. 

Spain has adopted Huawei's 5G equipment, which may be the most advanced 5G 
technology in the world. Our "boat" will not be easily capsized, and will help bring 
Spanish civilization to the rest of the world. What future will 5G create for humanity? 
5G will mainly be used to power AI, which will enable unmanned farms and remotely 
operated mines and ports. This could help, say, bring Spanish pork to the Chinese 
market on a large scale, improving bilateral trade. Spain is also an education 
powerhouse, and is well poised to help develop the education sector in China. This 
would not require the investment of large amounts of resources, but could generate 
good economic returns that would improve the trade deficits between China and 
Spain. 

Huawei attends the Mobile World Congress in Barcelona every year, and we have 
always received excellent service while in Spain. At the event, we often host 
customers at La Pedrera. After getting out of the car, we need to walk about 20 meters 
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to reach La Pedrera. Along the way, we receive elegant services, allowing us to enjoy 
the embodiment of Spain's glamor from the past century. 

After returning from Spain to China, I often say that even though China is on 
track to become a wealthy nation, it will take us dozens of years to catch up to Spain's 
glamor. I think China and Spain should leverage each other's strengths to enhance 
friendship and create a new mixed culture. 

Javier García, EFE: I'm still very concerned about my previous question, 
whether Spain has lost confidence in Huawei? 

Ren: I don't think so, because whether Spain has confidence in Huawei or not 
depends on what we do, not what we say. With Huawei, Spain could develop Europe's 
best 5G networks. 

04 Ignacio del Castillo, Expansión (Spain): Mr. Ren, we are aware that there is a 
lot of friction and conflict between China and the US right now regarding 
Huawei and technological advantages. Given the situation, many people are 
worried that the world may be divided into two technology camps, one 
dominated by China and the other by the US. Like with the Berlin Wall during 
the Cold War, these two digital or technology camps would be incompatible and 
wouldn't understand each other. What's your take on this? 

Ren: I don't believe the world will be split in two. The Berlin Wall existed only in an 
age where the physical world could be separated by a wall. We now live in an 
information or digital age, where physical walls mean nothing. 

If the world were divided into two camps, who would suffer the most? The 
answer is the US. Many US companies are the most advanced in the world. If they 
don't sell to some countries or regions, they will be dwindling their market scale and 
their financial statements will suffer. Once US companies exit the markets of these 
countries or regions, new players will emerge and replace them. US companies would 
suffer the most from a division of the world, so they certainly won't let this happen. 

In contrast, papers written by scientists are published online, which means 
technological innovation will still be based on the same theories and basic 
technological research. Meanwhile, a group of competitive companies will emerge in 
the business application domain. This competition would only make products better 
and cheaper. 

With all of that in mind, I don't believe the world will be divided into two 
technology camps. 

05 Eladio Gonzalez Vizcarro, Expansión (Mexico): Mexico is close to reaching a 
new North America Free Trade Agreement with the US and Canada. However, 
Huawei is currently facing a very complicated situation in both the US and 
Canada. Will this situation affect Huawei's business in Mexico, especially 
considering that important American telecom carriers like América Móvil also 
operate in Mexico? 

Ren: I don't believe the US's sanctions on Huawei will affect Mexico. Over the next 
few decades, I think the biggest issue facing humanity will be the use of AI. 
Companies that adopt AI first will profit hugely and countries that adopt AI will 
benefit most. Therefore, developing countries should strive to strengthen basic 
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education and improve the literacy levels of the entire nation to get ready for the 
future information society. For example, they can establish a large number of 
vocational schools to equip their people with the necessary skills for running AI 
companies. 

It would be great if a new North America Free Trade Agreement becomes reality. 
The US and Canada are not a good fit for manufacturing, but Mexico is. In the future, 
manufacturing will be powered by AI. By that time, I believe Mexico will shine as 
brightly as the Mayan civilization did millennia ago. 

Have you visited our production lines? Currently, our production lines are just 
partially powered by AI. But if you come back around this time next year, you will 
see hundreds of new production lines with fewer people. All of those lines will be 
managed by 5G. I welcome you to visit us next year. Please also feel free to bring 
along entrepreneurs from your country. 

Eladio Gonzalez Vizcarro, Expansión (Mexico): In Mexico we have a carrier 
called América Móvil. Its founder was Carlos Slim. Is he one of your customers? 
Do you have a good relationship? 

Ren: He is our customer, and I have a good relationship with him personally. 

06 Lucas de la Cal, El Mundo: Recently we have seen negative comments about 
Huawei on Chinese social media platforms and state media websites. Do you 
think this will affect Huawei? 

Ren: Huawei has been a hot topic over the past several months and has received a lot 
of positive attention. That made our image bright and colorful. Now these negative 
comments are adding some darker colors to the portrait, making us a bit more grey, 
which actually suits our current situation. Even when the general public believed that 
Huawei was only great before, we still had our own problems. 

07 Macarena Vidal, EL PAÍS: I would like to ask something about Xinjiang. 
Recently we saw some news that Huawei was believed to participate in the 
Chinese government's control over residents in Xinjiang. Does Huawei have 
some sort of management over how your products and technology will be used in 
the market? If Huawei's technology was indeed used for that purpose, this could 
be grounds for the US government's charges against you. 

Ren: The situation is similar to say a carmaker in Spain. Can a carmaker determine 
who it will sell the cars to? What the carmaker sells is just the car itself. What will be 
put into the car is determined by the driver. The carmaker does not sell drivers, just 
cars. 

Macarena Vidal, EL PAÍS: But I think the situation is different. As I mentioned, 
Huawei's technology was not sold to an ordinary customer, but a government. 

Ren: The US sells weapons to governments in the Middle East to help them deal with 
their problems. I think everyone can take their own look at these two approaches. Is 
the US's approach better for people in the Middle East? Is China's approach better for 
people in Xinjiang? 

Macarena Vidal, EL PAÍS: One of the most severe criticisms of Huawei from the 
US government has been that they believe Huawei cannot be trusted. If Huawei 
was involved in selling equipment to the Chinese government to help them 
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control residents in Xinjiang, would this be justification for the US government's 
criticism? 

Ren: Other industries face similar conundrums, including the automobile and arms 
industries. The US has no moral high ground to take in this matter. 

08 Rodolfo Espinal Soria, El Peruano: Mr. Ren, how are you? I'm a journalist 
from Peru. I was wondering what's Huawei's plan for South America? Peru and 
China are both ancient civilizations and we are proud of our Incan culture. The 
two countries have also signed a free trade agreement. So what's Huawei's plan 
for the Andean states, or rather, South America as a whole? 

Ren: More than a thousand years ago, China was a highly developed country. 
However, the last couple of centuries have seen it decline and become poor. We didn't 
start recovering until the reform and opening-up policy was rolled out. What 
happened during those last few centuries? The UK invented the trains and steamships 
at a time when China still relied on horse-drawn carriages for transportation. Horse-
drawn carriages were slower than trains and didn't carry as much cargo as steamships. 
Europe amassed great strength in a short period of time through industrialization 
when China remained an underdeveloped agricultural society. When I was young, we 
didn't have tractors to farm the land in China. Every rural household still relied on 
simple farming tools, manual labor, and livestock. We also didn't have the high-
quality seeds that Europe had. These two differences led to Europe's rise and China's 
decline. 

Today's world no longer develops along geopolitical lines. Communications 
networks, including 5G networks, can be developed concurrently around the world. 
5G has changed the speed at which information travels. Deploying 5G is like getting 
people on trains and steamships. Because of this, 5G deployment will drive 
tremendous progress in Latin America. 

I have been to Machu Picchu and was awestruck by the advancement of the Incan 
civilization that existed 3,500 years ago. Latin America has rich reserves of minerals, 
farmland, forests, and rivers. If we use AI to leverage these natural resources, Latin 
America will achieve even greater prosperity. The emergence of new technologies has 
allowed many countries to develop by leaps and bounds. 

The key to achieving all of this though is promoting basic education in primary 
and secondary schools and improving the literacy levels of the entire nation. It is also 
important to develop vocational schools that aim to improve technical skills. We need 
to cultivate talent for the future. With your abundant resources, an amazing 
rejuvenation is within sight. 

09 Francisco Miranda, Portafolio: Given the conflict between China and the US 
and the US sanctions on Huawei, your partnerships with US companies such as 
Google must be affected. But you have stated on multiple occasions that Huawei 
was fully prepared with a Plan B or a backup plan. Since I'm here, I want to 
hear about this plan from you first-hand. Could you give us more details about 
your Plan B? 

Ren: Way back then we were a poor company, unlike the deep-pocketed companies 
in the US. You probably know how difficult it is to develop a CPU. Intel has been the 
most successful company in the world to do it. All other companies may find it quite a 
challenge to develop CPUs. But we, a poor company, managed to make our own 
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CPUs, which was a backup move to ensure our production security. You can imagine 
how difficult it was! Besides CPUs, we also managed to make NPUs, GPUs, Ascend, 
and Kunpeng. Without almost two decades of preparation, this would not have been 
possible. 

Currently, we can serve our customers independently without needing to rely on 
US supplies. That said, we are still open to working with US companies. As long as 
US companies can continue to supply us, we will be more than happy to use their 
components extensively. Self-sufficiency is not our long-term strategy. We still 
proactively embrace globalization. 

10 Francisca Magdalena Guerrero Gatica, La Tercera: During US Secretary of 
State Mike Pompeo's visit to Chile, he gave a speech in Santiago, our capital. He 
said that investments from Chinese companies in Latin America would only 
bring corrosive capital to the region, breed corruption, and affect their 
governance. Despite that, our president visited China and met with a Huawei 
executive in Shenzhen shortly after Pompeo's visit to Chile. What are your 
thoughts on this? 

Ren: Latin American has been caught in many traps, like the middle income trap, the 
widening gap between the rich and the poor, and the financial crisis. All of these were 
actually caused by the US's Monroe Doctrine. The US wanted to control Latin 
America and treated the region like its backyard, which caused all this. China is 
investing in Latin America now, but the region still maintains its sovereignty, and by 
investing in Latin America, China is actually building a ladder to help them out of 
these traps. 

I think Latin America is likely to develop in a big and open way. For example, as 
China gradually transforms into an industrial country, it will need a lot of food, meat, 
cooking oil, and other agricultural products. So Latin America can export large 
volumes of these products to China. The land in Latin America is very fertile. Two or 
three decades ago when I first visited Chile, someone asked me if I planned to buy 
land and settle there. I was deeply impressed by its beauty, especially those big roses. 
So as long as Latin American countries can ramp up development and production 
without compromising their national sovereignty, this will be good for their economic 
development. 

Francisca Magdalena Guerrero Gatica, La Tercera: What are your comments on 
our president's reaction? In fact, he visited China and met with a Huawei 
executive one week after Pompeo visited Chile. 

Ren: I think it's very wise for President Pinera to propose a digital matrix program. 
We support every country in safeguarding its digital sovereignty. Chile is a large 
territory with abundant resources, but it has a small population and thus more urgently 
needs AI. The digital matrix proposed by the president is a platform that can support 
AI adoption. When choosing its development path and partners, each country 
considers what's in their best interest; they don't choose to follow some other country 
because of an ideology and give up on their own development plan. 

Huawei follows one principle in every country where we operate: We don't 
intervene in politics. As a business, we sell equipment and offer solutions, helping 
businesses think about how to develop better. 

Let me give you an example that applies to all of Latin America. We have 
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developed a solution called Connected Cows. With sensors on each cow, we connect 
cows to a network. We can monitor the best times for a cow's milk production and 
notify them to return to where they get milked. This solution lets each cow produce an 
additional 156 yuan worth of milk every month. By leasing the devices, carriers make 
20 yuan per cow per month. So we are not changing people ideologically. Instead, we 
are simply seeking development in areas with no ideological factors in play. 

You have seen our equipment for autonomous mining. Our 5G solutions can have 
latency lower than five milliseconds. That means remote operations are almost the 
same as doing it onsite. So unmanned mines and unmanned farms will be possible in 
the future. 

11 Mavi Doñate, TVE: Hello, Mr. Ren. Thank you very much for having us. I 
have a question. Do you think it is a paradox that Huawei, as a Chinese 
company, is leading the development of 5G while China is a country with strict 
controls over the Internet? We have to use VPNs to access some websites. 

Ren: We are not engaged in information services. We make hardware, which is not 
that closely related to the Internet. This is like a highway and a car. We are building 
the highway, so we don't really have much to do with what cars are on it. So, no, I 
don't think this is a paradox. 

Mavi Doñate, TVE: If there are no cars on the highway, isn't it a paradox? 

Ren: We believe that we should consider a country's situation when building a 
highway there. For example, some developed countries like Switzerland want to 
promote AI adoption. This would be impossible without 5G. Since we can offer the 
best 5G, we can support their development. When other countries see how well these 
countries develop using our 5G, they will follow in their footsteps. So these 
developed countries can be a role model for others to follow. 

12 Maria Cristina Lima Ferreira Fernandes Costa, Valor Econômico: I come 
from Brazil. I would like to ask you two questions. The first is about 5G. The US 
and Europe, especially the US, have tremendous influence on Latin America. But 
recently, Chinese investments have started entering Brazil and Latin America as 
a whole. China is now actually the biggest investor in Brazil. Next year, Brazil 
will hold its first round of 5G bidding. Due to the pressure from local carriers, 
this bidding might be delayed. I would like to ask you, Mr. Ren, what does 
Huawei think against this background? Considering the hostile signals that the 
new Brazilian administration sent to China, will it affect Huawei's participation 
in Brazil's 5G bidding? My second question is about the use of 5G in Brazil. As 
we know, Brazil is a very large country with unbalanced development between 
regions. The less developed regions urgently need 5G, but capital is a huge 
problem for Brazil. Would Huawei provide funds to help? 

Ren: Brazil is a great country. It's amazing that nature has provided Brazil with such 
incredible land. When I went to Brazil, I was really impressed by its abundant 
resources. Just scattering dry season rice seeds could get you 450 kg of crops. The 
fish bite the hooks as soon as they are lowered into the water. Nature has given Brazil 
amazing natural conditions, so Brazilians don't need to worry about their food or 
clothing. Because of this, Brazil lacks motivation to overtake the US. 

Now that 5G is arriving, Brazil will grow more rapidly. Brazil's legal system is 
complicated, which is adding pressure to industry development. This is a tangible 
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barrier that Brazilian industries face. What can digitization do for industry 
development? With digitization, many things can be designed in advance based on 
Brazilian laws. Therefore, digitization will help industries overcome numerous legal 
barriers in Brazil. When AI is applied, productivity will significantly improve and the 
workforce required will be greatly reduced. Maybe the Brazilian company Vale will 
only need several hundred employees in the future. That will help settle labor disputes 
and accelerate industry development. 

Someone will ask, "If labor is not needed, what should people do?" AI will 
greatly increase total wealth, so the government could grow experience-based 
industries through the proper allocation of this wealth. For example, AI cannot replace 
humans when it comes to entertainment, like Samba, or sports, like football. 
Therefore, new technologies are very important to Brazil. 

Huawei is not the only company that has new technologies. Brazil can choose to 
work with other vendors. New technologies will facilitate social progress and industry 
development, and help lift more people out of poverty. 

Maria Cristina Lima Ferreira Fernandes Costa, Valor Econômico: As I just 
mentioned, the current Bolsonaro administration expressed its hostility toward 
China when it first took office. I would like to ask whether this will affect 
Huawei's development in Brazil. In addition, as I said earlier, some 
underprivileged regions in Brazil would need 5G to develop themselves, but 
severely lack funding. Can Huawei provide funds to support the development of 
Brazil? 

Ren: First, that was the president's previous view about China at that particular stage. 
Once he gets to know more about our country, it is likely he will change his opinion. 
Second, this will not affect our development in Brazil. Underprivileged regions in 
Brazil should talk to local financial institutions to find solutions. Improving 
communications in remote areas is always a challenge for the entire world. 

13 Pablo Díaz, ABC: It has been more than a year since your daughter, Meng 
Wanzhou, was arrested in Vancouver. As a father, have you been to Vancouver 
to see your daughter in person? Or has her arrest affected your personal travel 
schedule outside China? 

Ren: I haven't, but her mom is with her. This incident has not affected my travel 
schedule. 

Pablo Díaz, ABC: Are you concerned about traveling outside China, about being 
detained as well? 

Ren: No. 

14 Javier García, EFE: A fellow reporter just asked about China's Internet 
control and censorship. Do you agree with China's measures? 

Ren: We are not an Internet company, and I haven't done any research into this. Just 
like the US has banned Huawei from its market, I think every country has the 
sovereign right to make its own decisions. 

15 Javier García, EFE: I also want to ask about the China-US trade war. We, of 
course, hope that China and the US can reach an agreement and end the trade 
war. But if no agreement can be reached, who do you think will ultimately win 
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the trade war or tech war? We all know that Huawei is a Chinese company. If 
Huawei were founded in a capitalist environment, would it have grown better or 
worse compared to the current socialist environment? 

Ren: These are hypothetical questions, so I am not in a position to answer them. I 
have no idea why the US and China are fighting with each other or who will win the 
trade war in the end. Does the one that launched this trade war regret it? Are they 
confident they will win? I have no idea. We barely sell in the US, so this war has 
nothing to do with us. 

16 Francisca Magdalena Guerrero Gatica, La Tercera: I am a reporter from 
Chile. Now Chile is vigorously promoting interconnectivity, and it is especially 
keen to establish closer ties with Asia through submarine cables. Also, Chile 
wants to become a leader in 5G rollout in Latin America. What are your 
comments on this? 

Ren: I'm fully convinced that Chile will achieve its ideals and objectives. Asia is a 
densely-populated region, which means there will be huge demand waiting. If Chile 
connects with Asia via submarine cables, it will be like how direct shipping cargo 
greatly reduces transit. This will really boost Chile's economy. I think the President of 
Chile is very wise to propose a digital matrix plan. 

Francisca Magdalena Guerrero Gatica, La Tercera: What role will Huawei play? 

Ren: As a supplier, we proactively participate in competition. We will do our best if 
you choose us, and we will proactively provide the best possible service in the world. 

17 Rodolfo Espinal Soria, El Peruano: I'm from Peru. Huawei is now a very 
successful company, and it must have achieved the ideals you had when you 
started this company. What drives you to lead Huawei to go further in such a 
complex environment? 

Ren: Maybe the US's ongoing campaign against us has given me this drive. I was 
prepared to retire. But the US launched a campaign against us, and it pushed me to do 
some work for our public relations department. 

18 Macarena Vidal, EL PAÍS: I come from Spain. Just now, you said you would 
be willing to provide Chile with equipment and services that connect it with Asia. 
Some Spanish carriers, such as Telefónica, have businesses not only in Spain, but 
also in many Latin American countries. Would Huawei also be interested in 
supporting Telefónica's effort to build 5G networks in Latin America? 

Ren: First, we are very confident that we will help Spain build the best 5G network in 
Europe, making it a role model for other European countries. Second, we are actually 
already working with Telefónica in Latin America. We fully support Telefónica's 
development in Latin America. 

19 Eladio Gonzalez Vizcarro, Expansión (Mexico): I have two questions. The first 
is about Huawei's HarmonyOS. What is the relationship between this OS and 
Google's Android? Is it an alternative to Android? If Huawei is to develop the 
HarmonyOS, will you invite other vendors to produce devices that use this OS in 
the future? My other question is about the US recently extending its Temporary 
General License for Huawei. If one day, they decide to stop extending the license, 
would this have a big impact on Huawei's device business, especially in overseas 
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markets? Because Huawei's smartphones are unable to use Google's services. 

Ren: First, whether or not the US extends the Temporary General License won't 
impact us at all. Second, the HarmonyOS will be open source for all countries. We 
support SMEs in all countries to innovate on this platform. We have developed a deep 
learning AI cluster in the Songshan Lake area. Any country can buy this cluster and 
conduct self-learning and deep learning on it, through which they can build their 
digital sovereignty. This shows how we support countries in building their own digital 
sovereignty. 

The industrial and capitalist revolutions over the past several centuries have 
helped humanity establish physical sovereignty. But now, with the creation of digital 
societies and digital wealth, how should we define digital sovereignty? We support the 
digital sovereignty of every country, and we are also exploring ways to establish such 
digital sovereignty. 

20 Eladio Gonzalez Vizcarro, Expansión (Mexico): I think Huawei now needs to 
work on two areas. One is technology, where Huawei is already a leader. Despite 
the US sanctions, Huawei remains ahead of its competitors. The other area is 
politics. In this area, I believe Huawei faces big challenges, as President Trump 
has started a trade war and imposed sanctions on Huawei. Will Huawei change 
its strategy and invest more in activities such as lobbying? 

Ren: We won't change our strategy. First, Huawei has established its technology, 
service, and production centers for the Latin American Region in Mexico. The 
country will also stand out as a cloud center for our new businesses. We have 
established Huawei ICT academies in collaboration with more than a dozen 
universities in Mexico to cultivate "seeds" for the future. Over the past 10 years, we 
have trained more than 10,000 local ICT professionals. We also support the Mexican 
government's plan to provide all the Mexican people with network connections. To 
this end, we are helping increase 4G and 5G coverage in Mexico and enhance the 
foundation of its digital economy. 

Second, resolving the conflict between Huawei and the US still relies on 
customer trust. If we had a good relationship with the US, but our customers didn't 
trust us, then this relationship would be pointless. If customers still trust us, then the 
US attacks will not really affect us. If the US chooses to attack us, let them do so. 
They may stop attacking us when they are tired. 

Eladio Gonzalez Vizcarro, Expansión (Mexico): Does that mean you will not 
change your strategy? 

Ren: No, we won't. 

21 Francisco Miranda, Portafolio: Given the current situation, will your device 
business become increasingly closed off? In other words, will your products and 
ecosystem be free of all US components, software, and applications, and become 
a completely independent, closed Chinese system? 

Ren: That will not happen. Using in-house components is just a temporary measure 
because US companies are suddenly not allowed to supply us. This is an ad hoc tactic. 
We are still committed to embracing the most advanced civilizations of the world. 
Our new operating system will not just be used for smartphones; it will be used in 
everything from Internet of Things devices to display systems. We will never become 
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a closed system though. 

22 Lucas de la Cal, El Mundo: You are not only the founder of Huawei, but also 
a famous, influential figure in China. There is news that NATO recently 
introduced a policy that labels China as a major threat and challenge to NATO. 
What's your view on this? 

Ren: I haven't heard of the policy you mentioned. What I do know is that NATO has 
been debating whether their relationship with China should be constructive or 
competitive. NATO didn't call China a rival. This is because there is neither a 
geographic connection nor a conflict of interest between NATO member states and 
China. 5G is a boon, rather than a threat. I don't think there has been any impact on 
our European markets. 

23 Maria Cristina Lima Ferreira Fernandes Costa, Valor Econômico: My 
question is about AI. Just now you talked about the future development of AI 
positively. Now back to Latin America where we are seeing problems caused by 
uneven economic development, such as mass demonstrations in many countries 
as well as a lot of fake news. My question is, can AI at least help us eliminate fake 
news? Will there be any responsible AI system that can facilitate technological 
advancement without increasing unemployment in Latin American countries? 

Ren: Social issues aren't my area of focus. We are looking at AI to increase 
productivity in industrial and agricultural settings. 

Fake news is not unique to Latin America. It's prevalent in China, too. In the past, 
members of the media focused on exposing the real problems of society. Nowadays, 
however, many articles only have eye-catching headlines and no substance. Even the 
most accurate articles may have been spiced up a bit, and the worst are nothing but 
spice. AI alone can't solve the problem of fake news. The law is the best solution. 

AI can help create more wealth, but some say that it might also cause many 
people to lose their jobs. So I recommend that each country prioritizes the 
development of basic education to improve the literacy levels of their entire nation. 
They should also set up large numbers of vocational schools, to equip people with 
skills required for future jobs. 

Sometimes, history develops differently to what people predict. When textile 
machines were first invented in the UK, it was believed that many people would lose 
their jobs. Some people even smashed these machines. Ultimately though, what we 
saw was the prosperous development of the textile industry, rather than textile 
workers losing their jobs. Today, we're not in a position to predict what the future 
information society will be like. People need positive guidance. This is the only way 
for new technologies to create wealth for society rather than destroy social structures 
on a large scale. 

24 Natacha Carla Esquivel, Clarín: I'm from Argentina, where we have a 
complicated situation. We borrowed a lot of money from the International 
Monetary Fund, so we have serious debt problems. This has led us to become 
very dependent on the US, hoping that the US will help us in this regard. In 
order to win the support of the US, do you think it's likely that Argentina will go 
against China and take actions such as excluding Huawei from building their 5G 
networks? Because the US may use our weakness to force us into resisting China. 
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Ren: This is an option for the Argentine people. From our side, we will not give up 
on our development in Argentina. A momentary setback will not change our long-
term strategy. 

 

Ren: Thank you all for coming to Huawei today, and I'd love to welcome you all back 
this time next year. Next time, the highlight of the visit will be AI, rather than just a 
general tour. I would also recommend that you set some time aside to visit some 
showcase examples of how AI is applied in China. We'd like to make our 
contributions to the economic development of Latin America, which I think is the 
most beautiful place in the world. I hope to see you all again next year! 

Journalist: See you next year. 



EXHIBIT LL



Transcript: Huawei Chairman Liang Hua's Interview with  

The Globe and Mail Journalist  

Shenzhen, February 1, 2019 

 

1. Nathan VanderKlippe: I wanted to start by asking, there's been a 
lot of interest in Canada about Meng Wanzhou. Can you tell me how 
is she doing right now and is she still doing work for the company?  

Liang Hua: Now, Huawei's business operations are sound and normal. If 
it is related to the group financial strategy issues, it's possible that some 
colleagues would communicate with her. But the bottom line is, all of 
these communications are compliant with laws and regulations. As a 
coworker of Ms. Meng's for over 20 years, of course I care about and 
miss her very much. 

According to the legal proceedings and their status, she is now out on 
bail. There are ongoing legal proceedings regarding the case, so I don't 
have further comments on it. 

2. Nathan VanderKlippe: You have 30 carrier sales agreements for 
5G at the moment. What is the status of your talks with Bell and 
TELUS in Canada at the moment?  

Liang Hua: Huawei has been making investments in 5G for over ten 
years. That has helped us build up strong competitiveness in our 5G 
products and solutions. Now we have secured 30 commercial 5G 
contracts, and we have already shipped 25,000 5G base stations. 
Regarding the status of the talks with Bell and TELUS, I think it all 
comes down to the needs of the customers. 

3. Nathan VanderKlippe: So at this point, are those talks ongoing or 
are those talks difficult with Bell and TELUS?  

Liang Hua: I think the best way to put it is that both parties are in the 
process of communication. 

4. Nathan VanderKlippe: You have spoken in the past about the cost, 
to, for example, Australia of not using Huawei's technology in 5G. I 
wonder if you can talk about Canada in that context. If Canada as a 
country were to decide not to use Huawei's 5G technology, can you 
tell me what sort of costs you would expect Canada to incur from 
that?  

Liang Hua: To start with, we have to understand 5G in the context of 
products, networks, and services. I think when it comes to the specific 



choice of a vendor, the telecom operators will have to consider several 
factors. First, the advancement of the products themselves. Second, the 
performance of the networks. And third, the overall operational efficiency 
of the entire solution. 

Regarding the cooperation on 5G products and solutions, if Huawei is 
selected as a vendor, Huawei will do our best to deliver digital benefits 
through 5G, including optimal performance of the networks that can 
actually solve the customer's business pain points. 

As for 5G network rollout, I would like to highlight the base stations and 
what we call a "simplified site solution" to you. Let me further explain 
what we mean by simplified sites. Building on our extensive experience 
in network planning and network design over the past 20 years, we have 
been able to come up with a solution that can integrate 2G, 3G, and 4G 
together. In the future, in the rollout of 5G, there will be one integrated 
AAU. That is the combination of radio and microwave radio 
technologies, and it will be the most efficient 5G AAU with strong 
competitiveness. That's what we call a simplified site solution. 

Ultimately telecom operators will have to look at the big picture in their 
overall assessment. They have to evaluate different factors, including the 
performance of the product and the total cost of ownership of the entire 
solution, so they have to look at not just the competitiveness of the 
product itself, but also the vendor's ability in network planning and 
network design, and the overall operational cost of the 5G solutions. That 
will be the comprehensive assessment that the telecom operators will 
have to make. 

Huawei is very confident in our overall competitiveness in 5G products 
and solutions. And this is the same result found in third-party surveys and 
evaluations – they rank Huawei 5G products and solutions in a leading 
position in terms of overall competitiveness.  

5. Nathan VanderKlippe: But as you understand, the conversation in 
a country like Canada right now is not just with the carriers. It's also 
with the public space, with governments, and with the public. I think 
there's the desire to understand in dollar and cent terms what it 
would mean. So if a country like Canada were to say no to Huawei 
5G technology, would you expect that to cost Canada billions of extra 
dollars, for example, in installing 5G?  

Liang Hua: Currently Huawei provides wireless base station equipment 
to Canada and there is a mechanism called SRP that is led by the 
Canadian government. This is a mechanism used to provide assurance for 
the equipment.  



Because you asked a hypothetical question and being a hypothetical 
question, that does not tell me the specific volume of Huawei's business 
in the 5G network, so it would be very difficult for me to make a 
monetary assessment of the cost of choosing or not choosing Huawei. I 
think the telecom operators in Canada are in a better position to make the 
estimates. When they evaluate the different 5G vendors, they can come 
up with a comprehensive evaluation including cost analysis, so that they 
can have the figures in terms of the monetary impact of choosing or not 
choosing Huawei in the 5G network. 

6. Nathan VanderKlippe: You have an enormous company, so I don't 
know if you know the answer to this question. But I just looked 
yesterday, Huawei is hiring 181 positions in Canada for artificial 
intelligence jobs, big data jobs, microwave radio experts. Is Huawei 
currently expanding in Canada? Is something changing in Canada? 

Liang Hua: As Canada is an open and inclusive country, we will 
continue to enhance our R&D investments there. In 2018, we made an 
investment of $137 million US dollars in research and development work 
in Canada. According to a third-party survey, Huawei's R&D spending is 
ranked 22nd among the top 100 companies in Canada. Because of the 
investment in R&D in Canada, we have cultivated talent and have 
produced results, but both the talent and the R&D results stay in Canada.  

The domains you have mentioned in the question are exactly the domains 
where Canada has a lot of talent. The talent is also abundant in 
universities, in domains such as AI, big data, cyber security, and 
microwave. We'll continue to enhance our partnerships with Canadian 
universities in those domains. 

As for basic research, it takes a long time for a project to transition from 
the ideation stage to the marketplace. 

We believe our partnerships with Canadian universities are long-term 
partnerships, so we will continue to enhance cooperation with them. By 
doing so, we believe it's also a contribution to the local economy, because 
it helps nurture talent and enhance the ability to innovate.  

We have now established partnerships with more than 10 Canadian 
universities. These are all long-term partnerships. In the past five years, 
the partnerships with them amounted to about $89 million Canadian 
dollars. 

As we engage with university partners, I hear their points of view, and I 
agree very much with them. For example, they think it's very important 
for Canada to pursue innovation and achieve industries of scale in order 



to boost further economic development in Canada. I agree with them. It is 
very important to nurture the local innovative companies, while at the 
same time attracting global companies to invest in local R&D. Through 
such means you will be able to enhance Canadians' ability to innovate 
and achieve scale in the industry. 

Another view that I also agree with is that partnerships with global 
companies can help point out a direction for research at universities. For a 
university's research to gain a leading edge in a certain domain, it needs 
to follow a certain direction. Through such partnerships with globally 
leading companies, they will find that direction and then further achieve 
the leading position in that domain through research. 

Open collaboration of this kind will of course benefit both parties and 
will also help build up Canada's innovation abilities. 

7. Nathan VanderKlippe: There has been criticism in Canada that 
these partnerships from Huawei with universities are benefiting 
Huawei to a greater degree than they are benefiting Canada. Often 
Canadian university researchers are using Canadian government 
funds in addition to funds from Huawei, but all of the intellectual 
property, patents and the like, are going to Huawei. Has that been a 
mistake by Huawei? Will Huawei change the way it works with 
universities in Canada? 

Liang Hua: I would say the results generated during the course of 
partnerships have not just illuminated Huawei but also illuminated 
humanity. This means that other people can benefit from and use those 
results. 

It may be just that Huawei would learn about the results earlier. 
Professors then publish the results, and then they are available for the 
whole world to learn and use. It will also promote the development of 
technology. 

8. Nathan VanderKlippe: If Canada were to make a decision like 
what Australia has made, that effectively blocks Huawei from 
Canadian 5G development, will Huawei stop its research spending? 
Will Huawei stop its 5G, for example, research and development 
work in Canada? 

Liang Hua: In fact, Canada has not made that decision now. I know there 
are a lot of reports in the media regarding 5G, but a lot of them are not 
accurate, so I would like to clarify this. So far, only two countries have 
made that statement. The US has restricted the use of federal funds to 



purchase networking hardware and services from Huawei. Australia has 
banned Huawei in its 5G networks. Those are the two countries.  

We have partnerships with Canadian universities because we really value, 
to start with, the talent and competence that Canada has in many 
domains. Secondly, Canada is a very open and inclusive place with 
favorable policies. 

So we will continue to enhance our partnerships in R&D with Canadian 
universities. 

9. Nathan VanderKlippe: I understand what you're saying, but 
there's clearly a conversation underway in Canada. We have had 
members of the Canadian intelligence establishment who are 
suggesting that Canada should not use Huawei's 5G technology. If 
the Canadian government follows that advice from some of its own 
people, will Huawei pull out from its research work in Canada? 

Liang Hua: As far as Huawei is concerned, markets and technological 
innovation are two different areas. Market decisions are made by 
governments and also our customers, that is, telecom operators. As for 
technological innovation and R&D partnerships, our decisions are based 
on three factors. First, whether there are business needs. Second, the 
availability of talent. Third, how the progress in our partnerships is going.  

So we will continue to enhance our partnerships in R&D with Canadian 
universities. 

 

10. Nathan VanderKlippe: I just want to make sure I understand 
correctly. If there is no 5G business in Canada, would that mean 
there is also no business need for technological innovation 
cooperation in Canada? 

Liang Hua: Our research partnerships in 5G with Canada started in 
2011. Since then, 5G has become a very vibrant area of research for 
Canadian universities. Because of our partnerships on many projects in 
the past seven years, we have boosted the 5G research of Canadian 
universities. 

Market decisions and the choice of telecom operators are different topics 
that have nothing to do with our research partnerships. The results that 
come from our 5G research partnerships with Canadian universities will 
benefit everyone. Once the projects have generated some results, the 
professors will publish the research results, and this is for the benefit of 



the entire world. So people from elsewhere can also benefit from the 
research results. 

11. Nathan VanderKlippe: Just switching topics. It's been a busy 
week for Huawei in the United States. Huawei has, over the last 
number of weeks, or number of months, said a number of times that 
it has been a trustworthy company. Ken Hu said critics should be 
able to say there are problems with Huawei's behavior if they want to 
criticize, but there's no evidence to show that Huawei has problems 
with its behavior. When we look at, for example, the US indictment, 
it shows a concerted effort over many months to steal US technology. 
Does this not show a problem with Huawei's behavior? 

Liang Hua: Regarding this, actually the company has issued a media 
statement, and I will repeat it here: The company denies that Huawei or 
its subsidiaries or affiliates have committed any of the asserted violations 
of US law set forth in each of the indictments. Huawei believes the US 
courts will ultimately reach the same conclusion. We were very 
disappointed to learn of the charges brought against Huawei. 

12. Nathan VanderKlippe: You say that Huawei denies that it 
committed those violations. Huawei has already been found guilty in 
the US court of misappropriating trade secrets. Huawei has already 
paid 4.8 million dollars for this. How can Huawei say that it has not 
committed violations of US law when it has actually been found 
guilty in the US court of this? 

Liang Hua: Which court ruling are you referring to? 

Nathan VanderKlippe: This is in the civil proceedings between T-
Mobile and Huawei. 

Liang Hua: Regarding the 2017 civil case between T-Mobile and 
Huawei, Huawei and T-Mobile settled their disputes through due legal 
process following a US jury finding neither damages nor willful and 
malicious conduct by Huawei in T-Mobile's trade secret claim. 

13. Nathan VanderKlippe: I understand that but the jury did find 
Huawei guilty for misappropriation of trade secrets. So does that not 
mean that Huawei has in fact, committed violations of the US law? 

Liang Hua: Regarding what you have described, I'm not clear on that, 
but as the legal proceedings of the indictment are ongoing, I have no 
further comment on it.  

14. Nathan VanderKlippe: Then let's talk about something that is not 
legal. I think the argument from Huawei has been, and I'm 



paraphrasing here, "We are a trustworthy company. This idea is that 
we have a clean record. You can trust us as a company". But when 
people read this indictment, it looks as if this is a company that had 
worked from a corporate level to conduct theft of trade secrets. So 
how can you now convince people around the world that this is a 
trustworthy company?  

Liang Hua: Huawei has actually gone through a number of larger-scale 
intellectual property rights cases in the US. After following due process, 
we have gained rather good results. We have properly addressed these 
intellectual property cases by following due process. I think it is a 
testament to our high level of respect for the intellectual property rights 
of others. It is also a testament to the importance we attach to protecting 
our own intellectual property rights. We now have over 80,000 patents 
around the world. Among these 80,000 patents, over 10,000 patents are 
important patents that have been licensed by the US. 

In 2018, the company invested $15 billion US dollars in R&D. We plan 
on investing $20 billion US dollars in R&D every year. As we further our 
investment in R&D, we will have more and more patents, which will be a 
contribution to the entire world, including the US companies. I believe 
Huawei is a contributor in the digital and intelligent world. Because of 
our heavy investments in R&D, we have managed to obtain the many 
patents I have described. At the same time, we respect the intellectual 
property rights of others. 

15. Nathan VanderKlippe: I need to ask, there was one other matter 
in the indictment. It alleges that Huawei had a system of paying 
bonuses to employees for the theft of corporate secrets from other 
companies. When was this program set up? Why and how long did it 
last? 

Liang Hua: Because this is about the specifics of the indictment, I don't 
have further comment. As for the indictment itself, as I have described, 
the company denies that Huawei or its subsidiaries or affiliates have 
committed any of the asserted violations of the US law set forth in each 
of the indictments. It is Huawei's corporate policy and a fundamental 
principle of our business operations to follow applicable laws and 
regulations in countries where we operate. We require our employees to 
abide by the laws and regulations in the countries and regions where we 
operate. 

16. Nathan VanderKlippe: There has been news this week that in the 
European Union, there's a discussion about amending some of their 
laws to prevent EU countries from doing business with any company 



whose national country is suspected of spying or sabotage. So there's 
a movement in the entire EU, a discussion in the entire EU, of 
banning Huawei's equipment. I wonder what you think about that, is 
that a real risk for the expansion of 5G for Huawei? 

Liang Hua: We have made extensive investments in 5G products and 
solutions in the past ten years, so our 5G products and solutions have 
very strong competitiveness. I advocate a level playing field in the 
market. I think we will achieve shared success if we can have open 
collaboration. 

I think that discussions about 5G should return to technical discussion 
instead of staying at a political level, because if we come back to 
technical discussions of 5G products, there are guidelines, and very clear 
standards and rules. By following the clear standards and rules, it will 
become better and serve the needs of the wider public. 

We cannot simply say that one specific 5G product vendor is secure 
while the other is insecure. 

17. Nathan VanderKlippe: If you look at the conversation in the 
United States right now, it's not just Huawei's name that is being 
raised as a risk to security. ZTE has also been named. Lately DJI, the 
drone company, has also been named. You know in China, the rules 
for companies are different from the rules for companies in, for 
example, western countries in Europe or North America. Is it 
possible, in your view, for a Chinese company that operates in a 
system where the Communist Party establishes committees inside 
companies, that operates in a country where the national intelligence 
laws require companies to aid the collection of national intelligence? 
Is it possible for a Chinese company, not just Huawei, to convince 
foreign governments that it operates in a way similar to other 
western companies? 

Liang Hua: I certainly cannot represent all Chinese companies. I can 
only speak about Huawei. So Huawei, despite the fact that it's 
headquartered in China, is a global company with a business presence in 
over 170 countries and regions.  

Our business operations around the world are compliant with local laws 
and regulations. Huawei is an independent business organization and we 
uphold the principle of customer centricity and creating value for 
customers. 

Over the past 20 years, we have established a comprehensive operational 
system which covers not just research and development but also supply 



chain, finance, and marketing & sales. This system is all held up to 
international standards. 

Since you mentioned the intelligence laws in China, I think that the 
spokesperson of the Ministry of Foreign Affairs of China has clarified it 
in the following way. The spokesperson said there are no laws in China 
requiring companies to install backdoors for the purpose of collecting 
information. We have obtained independent opinions from leading legal 
consultants, and what we have been told is that companies are required to 
provide assistance only in accordance with the laws. But there are no 
laws in China requiring companies to install backdoors in devices or 
networks in order to collect information for the intelligence organization. 

Regarding cyber security and privacy protection, Huawei has always 
been committed to building a well-established compliance system. We 
will never do anything to harm any country, any organization, or any 
individual.  

 

18. Nathan VanderKlippe: Maybe I'll ask a very big picture question. 
Obviously, the United States and some of its intelligence allies are 
leading an effort to block Chinese and specifically Huawei's 
technology from western countries. You must spend a lot of time 
thinking about this. You lead this company. Are you concerned that 
we are perhaps moving to a world where globalization doesn't work 
the way it once was? Where we end up with certain parts of the 
world using more Chinese technology and certain parts of the world 
using more Western technology? That we are moving towards 
technological divisions in the world? Are you concerned that is the 
trend we're on right now? 

Liang Hua: We support unified global standards for technology because 
we believe that a unified set of technology standards would be the best 
for all people. 

I think one example is the communications industry. I'm not even talking 
about the distant past. Around 20 years ago, there were different radio 
access technologies and different modes, like GSM and CDMA. If you 
traveled from one country to another, let's say from China to Japan, you 
would have to change to another phone and use a new SIM card in order 
to make a phone call. That was the problem with different radio access 
technologies. 

But now things have become very different because there's a unified 
standard in the communications network. So all you need to do is take 



your backpack and your phone. As long as you have roaming services, 
you don't need to change to a new phone with a new SIM card. 

Huawei really advocates for and encourages governments and standards 
organizations to reach unified standards on technologies, instead of 
moving into the future where there are technological divisions based on 
different ideologies or viewpoints. Because that would not be beneficial 
for humanity, nor for technological progress.  

When we face challenges and difficulties, one thing that we always bear 
in mind is to remain strategically focused. Over the past 30 years we've 
stayed focused on the communications industry, and we'll continue to do 
so and stay focused on ICT infrastructure and intelligent devices. Only by 
adopting a focused strategy will we be able to become stronger. 

At the same time, we will make more efforts in technological innovation, 
including efforts in basic research and efforts in product development. 
We would like to drive further development of the company with 
technological innovation. 

We will continue to embrace open collaboration with partners, including 
universities and research institutes, because we believe it is the right 
approach to achieving shared success. 

At the same time, we believe operational compliance is imperative for the 
company and it's what we are committed to in the long term. And we 
have taken cyber security and privacy protection as an overarching 
guideline for the company. 

We will continue to enhance our efforts to comply with cyber security 
and privacy protection requirements, as well as comply with applicable 
local laws and regulations, including the export controls of the UN, the 
US, and Europe.  

Moving forward, one important thing that we are thinking about is to 
better energize individuals and the entire organization, so that they can 
make more contributions to support more business growth. In sum, we 
will drive further growth in the company through technological 
innovation and through adherence to customer requirements.  
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DECLARATION OF FAN ZHIYONG 
 

I, Fan Zhiyong (“Alan”), hereby declare, affirm, and state the following:  

1. I am the Vice President, Intellectual Property Strategy and International Legal Policy for 

Huawei Technologies Co., Ltd. (“Huawei”).  I have served in this role since 2018.  In this 

position, I am responsible for developing and executing strategies for intellectual 

property and public policy related legal matters.  I am over the age of 18 and am 

competent to make this declaration.  All statements set out in this Declaration are based 

on (1) my direct personal knowledge; (2) information learned from my review of Huawei 

documents, including corporate reports; or (3) information provided to me by, or 

discussions with, other Huawei employees, including Mr. Ren Zhengfei. 

2. I make this declaration in support of comments submitted by Huawei and Huawei 

Technologies USA, Inc. in response to a Report and Order (“Order”) released by the 

Federal Communications Commission (“FCC”), In the Matter of Huawei Designation, 

FCC 19-121, PS Docket No. 19-351 on November 26, 2019.  In this Order, the FCC 

initially designated Huawei, along with its parents, affiliates, and subsidiaries, as a 

covered company whose services and equipment are excluded from universal service 

support.1 

3. Mr. Ren Zhengfei (“Mr. Ren”) is the current Chief Executive Officer (“CEO”) of 

Huawei. 

                                                 
1 The FCC promulgated a rule that prohibits universal service support from being used to purchase or 

obtain any equipment or services produced or provided by a covered company.  In the Matter of Protecting Against 
National Security Threats to the Communications Supply Chain Through FCC Programs, WC Docket 18-89 (rel. 
Nov. 26, 2019). 
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4. Mr. Ren studied architecture at the Chongqing Institute of Civil Engineering and 

Architecture.  Following graduation, Mr. Ren was employed in the civil engineering 

industry until 1974. 

5. In 1974, Mr. Ren joined the military’s Civil Engineering Corps as a technician.  After 

joining the military, Mr. Ren was mobilized to Liaoyang as to build a synthetic fiber 

factory for the production of clothing.2  No local civil engineering team wanted to run 

this project because of the tough environment, so the government assigned the project to 

the military.  The military did not have engineers available, so they brought in people 

with basic technical knowledge, including Mr. Ren, to support the project. 

6. The Liaoyang factory involved lots of different pieces of equipment that had to be tested 

to ensure they met certain standards.3  While working on this project, Mr. Ren invented a 

new instrument to calibrate high-precision equipment.4  This instrument was China’s first 

high-precision air pressure balance.5 

7. Before Mr. Ren’s invention, “instrument factories, instrument users and calibration 

departments in China used to inspect the instrument pressure, flow rate, liquid level, etc., 

by using standard double-tube piston pressure gauges and water- or mercury-filled 

single-tube pressure gauges.”6  Compared to these traditional gauges, Mr. Ren’s 

instrument was “highly accurate, but also small in size, light in weight, versatile in use 

                                                 
2 See Ge Tai, Civil Engineering Corps, Ren Zhengfei, Oct. 18, 1978 (Exhibit A). 

3 Id. 

4 Id.; Wenhui Bao, China’s first high-precision measuring quasi-equipment, Oct. 14, 1977 (Exhibit B). 

5 Ge Tai, Civil Engineering Corps, Ren Zhengfei, Oct. 18, 1978 (Exhibit A); Wenhui Bao, China’s first 
high-precision measuring quasi-equipment, Oct. 14, 1977 (Exhibit B). 

6 Wenhui Bao, China’s first high-precision measuring quasi-equipment, Oct. 14, 1977 (Exhibit B). 
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and easy to operate.  It also ha[d] the benefit of eliminating mercury pollution and 

improving working conditions.”7 

8. Mr. Ren received recognition and a promotion to engineer after developing this new 

instrument.8 

9. Mr. Ren later received a promotion to Deputy Director of a small construction research 

institute with just over twenty employees.  This position was a professional role and did 

not include a military rank.  This was the highest position Mr. Ren achieved during his 

time with the military. 

10. In 1983, when China disbanded the entire Engineering Corps, Mr. Ren retired from the 

army. 

11. Mr. Ren has never served in the People’s Liberation Army Information Engineering 

Academy, nor did he ever serve as Director or Deputy Director of that Academy.  

Mr. Ren’s military service did not involve Chinese signal intelligence in any way. 

12. After his retirement from the army, Mr. Ren worked at the logistics service base of the 

Shenzhen South Sea Oil Corporation for a short time, leaving that position in 1987. 

13. At that time, Mr. Ren had limited knowledge of the telecommunications industry.  His 

degree was in architecture, but he had studied electronics technology on his own.  

Mr. Ren, however, believed that the Chinese telecommunications industry was about to 

take off.  He sought opportunities to join that industry and founded Huawei in 1987.  In 

Huawei’s early days, Huawei did not manufacture equipment itself.  Huawei simply sold 

equipment as a sales agent for other telecommunications companies and took a small 

                                                 
7 Id. 

8 Ge Tai, Civil Engineering Corps, Ren Zhengfei, Oct. 18, 1978 (Exhibit A). 
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commission.  Huawei then became a sales agent for Hung Nien Electronics Limited (a 

Hong Kong corporation).  This opportunity helped Huawei to develop gradually and 

accumulate funds for future development work. 

14. As Huawei’s telecommunications resale business grew, several suppliers, including Hung 

Nien, refused to continue to supply Huawei because of concerns that Huawei was 

becoming an effective competitor in the telecommunications equipment marketplace.  

This drove Huawei to develop and manufacture its own products.  Huawei started by 

making 40-line switches for hotels, and then developed 100-line and 200-line switches.  

This growth and expansion occurred in the early 1990s. 

15. Mr. Ren became the CEO of Huawei in 1988 and has served as CEO of Huawei since 

that time. 

16. Huawei Investment & Holding Co., Ltd. (“Huawei Holding”) is the parent organization 

of the various Huawei entities.  As the founder of Huawei, Mr. Ren is the only natural 

person shareholder of Huawei Holding, with 1.01% ownership.  He also owns another 

0.13% of Huawei Holding as an employee shareholder through the Huawei employee 

stock ownership plan.  The remaining shares of Huawei Holding are owned by Huawei’s 

employees, through Huawei’s employee stock ownership plan. 

17. Huawei’s Charter of Corporate Governance (“Charter”) and Huawei Holdings’ Articles 

of Association (“Articles”) empower certain governance bodies, such as the 

Representatives’ Commission (which exercises the rights and responsibilities of the 

employee shareholders) and the Board of Directors, to make decisions regarding major 

company matters. 
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18. These governance bodies make decisions based on majority rule, and each member has 

only one vote.  Mr. Ren is a member of the Shareholder Representatives’ Commission 

and the Board of Directors.  Like the other members, Mr. Ren also has only one vote on 

company matters in each of these bodies. 

19. Pursuant to the governance documents, Huawei’s Board of Directors is the decision-

making body responsible for corporate strategy, operations management, ensuring 

customer satisfaction, and protecting shareholder interests. 

20. The Board of Directors and its Executive Committee are led by rotating chairs, who 

serves the foremost leader of the company during his or her six-month term.  Currently 

the rotating chairs are Mr. Xu Zhijun, Mr. Guo Ping, and Mr. Hu Houkun. 

21. The Charter provides Mr. Ren with certain limited veto powers, including the right to 

veto amendments to core governance documents; the eligibility of individual candidates 

for the governance bodies, including the Board of Directors and Representatives’ 

Commission; increases or decreases in the registered capital of Huawei; changes to the 

company shareholding structure or the corporate form;  amendments to the equity 

incentive plan and the non-equity long-term incentive plan; and the appointment of the 

Chief Executive Officer and Chief Financial Officer. 

22. Mr. Ren’s veto authority does not, however, give him the right to unilaterally control 

Huawei, nor does he have the absolute right to veto all company matters.  For example, 

he does not have the power to veto business decisions or financial plans that do not 

change the company’s nature, corporate form, or shareholding structure. 

23. In practice, Mr. Ren has never exercised his veto power pursuant to the Charter. 
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Ren Zhengfei

(Feature) Author: Ge Tai

Knowledge is not like snow that can fall on your head by itself.
— by Ren Zhengfei

(Photo) Ren Zhengfei in the laboratory. Photographed by Zhao Lianqin

In front of us is placed a red and delicate instrument. There are two conical tubes on it, each
with a steel ball at the top. This instrument is a floating ball standard pressure generator.

The instrument, which was developed by the technician Ren Zhengfei of Troop 00229, has
filled the gap in the instrument industry of our country. It eliminates mercury pollution caused
by its predecessors and has won honor for our country. The instrument has been promoted
across China by the National Institute of Metrology and is highly recognized by the users.

Ren Zhengfei participated in the construction of the Liaoyang Chemical Fiber General Factory.
This factory was full of imported equipment with thousands of instruments lined up, but
whether they were up to standard was a matter of question. Noticing that we only had Soviet
piston gauges developed in the 1950s, the foreign experts said, “we have already tested all the
equipment with our precision instruments, and they are all up to standard. Besides, how capable
can your gauges really be?” Ren Zhengfei was irritated by what the foreign experts said, and
the fire of patriotism was burning in his heart. He believed that China should be a giant not
only in politics but also in the scientific field, and lagging technology could only put us in a
disadvantageous position. Since then, he was determined to develop a high-precision air
pressure balance to win honor for the country.

Ren Zhengfei had made tremendous efforts on his way to the top of the technological world.
He was known as a bookworm when he graduated from the Chongqing Institute of Architecture
and Engineering in 1968. Over the years, he had bought a great many books on political theory
and science and technology, read numerous books, and used bundles of paper for calculation
and drawing. He had learnt Russian and also studied English diligently, delving into various
domains from the works of Archimedes in ancient Greek to modern fluid dynamics. Now he is
undertaking a harder climb. As a technician, he had to work for over ten hours every day and
engage in foreign affairs activities. He could only make use of his limited spare time and public
holidays to do research. Time is as precious as oil to him. He immersed himself in calculation
till late at night. Although he got caught in many difficulties, he always managed to get rid of
them after strenuous efforts. Setbacks and failures have never discouraged him. During the
arduous climb, he had been perseverant and kept moving forward. He was so devoted to his
research that he worked night and day and lost all track of time. As a result, he was suffering
from hair loss, insomnia, and bad appetite. Wrinkles were deeply etched on his forehead
already though he was only at the age of 33. When the Gang of Four came to prominence,
intellectuals were persecuted, and such doctrines as “the more knowledgeable, the more
reactionary,” “apolitical academics,” and “the theory of the omnipotence of productive forces”
and so on prevailed. However, Ren Zhengfei persisted in conducting his research despite the
risks and pressure. His wife was very worried about him after she learned of the situation, so
she wrote a letter to Ren Zhengfei from Chengdu, quoting in the letter the words of Marx: “the
entrance to science is like the entrance to hell” and asking him to take good care of himself.
Neither the pressure from the Gang of Four nor the well-intentioned persuasion of his relatives,



friends and colleagues stopped him from study and research. He loves his country, its people
and science more than his family and himself.

A piece of white paper may be drawn with the newest and most beautiful picture, and yet also
the hardest to draw on. When consulting the foreign experts modestly, Ren Zhengfei was told
they too were unable to build the instrument yet. They said AMETEK, Inc. in the United States
had  built  one  with  a  ball  floating  on  top  of  a  parabolic  nozzle.  He  studied  aerodynamics
repeatedly and performed theoretical derivation and design calculations. Outlining the contours
of the new instrument in his mind, he managed to accurately calculate the linear tangent of a
parabola and found out that applying the parabolic form would not contribute to high-precision
performance. He put all his efforts into the instrument and thought very hard to find a way out.
He is very serious and extremely careful. He never starts an experiment when he feels unsure.
He is humble and eager to learn, always seeking advice from the chief engineer Wang Kai. He
once paid a visit to his mentor under heavy rain. He was all wet, but he hugged the drawing
tightly in his arms, close to his burning heart.

Based  on  scientific  logic,  he  finally  deduced  that  the  cone  shape  was  the  best  form  to  use.
Embedded in the sketch and the formula were his painstaking efforts, and the instrument had
gradually come into shape.

Converting the calculations into a drawing was hard, but building the actual instrument from
the drawing was even harder. During the days and nights of tedious struggle and the
development process filled with obstacles, many a person had cared for and helped him. The
Troop  Political  Commissar  came  to  visit,  the  Troop  Commander  came  to  encourage,  the
Deputy Troop Commander helped source the materials in person, and the members of the
experimental team joined forces to overcome the hurdles. They all encouraged and
complemented him with passion and wisdom.

In October 1976, Chairman Hua crushed the Gang of the Four in one fell swoop. The productive
forces previously reined in were liberated. Ren Zhengfei and his comrades finally succeeded
in developing China’s first high-precision air pressure balance in December. The instrument is
astonishingly precise. The error in the roundness of the floating ball is no greater than a
hundredth of a strand of hair, and the space between the floating ball and the tube wall is no
greater than one fifth of a strand of hair while no smaller than one tenth of the same. The signal
accuracy is not less than two per ten thousand. The foreign experts were surprised to see that it
only took us seven months to build such a cutting-edge precision instrument. Ren Zhengfei
later received an award at the National Science Conference where so many stars shone to
compete against one another. He gave his drafts of calculations to Shen Yuan, the teacher of
Chen Jingrun, asking for advice. The old professor highly commended him and applauded,
“good, good! It’s very precise and of value!”

Ren Zhengfei was honored with a second-class merit citation by the Troop’s Party Committee
and got promoted to engineer.

Comrade Guo Xiaochuan once said, “a warrior naturally comes with a warrior’s ambitions that
are ever-evolving and start from zero.” Ren Zhengfei is exactly a person like that. He has not
stopped and is working hard on developing an absolute pressure balance, striving to achieve a
precision better than two per ten thousand. To come up with the best design, he is exploring a
whole new series of explorations.



The road is still long, and Ren Zhengfei has taken a new step on a new long march again.
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[Quotation]



China’s first high-precision air pressure balance

Ren Zhengfei, a young technician from a certain department of the PLA’s Civil Engineering
Corps, has successfully developed China’s first high-precision measuring cup quasi-instrument
– the air pressure balance in cooperation with the soldiers from the instrument class, filling the
gap in China’s instrument industry. As evaluated by the relevant national metrology
departments, the instrument design is on the right track and offers great precision and
sensitivity.

The air pressure balance is an instrument used to calibrate high-precision instruments. In the
past, the instrument factories, instrument users, and calibration departments in China used to
inspect the instrument pressure, flow rate, liquid level, etc. by using standard double-tube
piston pressure gauges and water- or mercury-filled single-tube pressure gauges. As compared
with the double-tube piston pressure gauges and water- or mercury-filled pressure gauges, air
pressure balances are not only highly accurate, but also small in size, light in weight, versatile
in use, and easy to operate. It also has the benefit of eliminating mercury pollution and
improving working conditions. This type of instrument has emerged only in recent years, and
currently only a few highly industrialized countries in the world can manufacture it.
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I. QUALIFICATIONS 

1. I am currently the Arthur F. Burns Professor of Free and Competitive Enterprise at Columbia 

University Graduate School of Business. My primary affiliation is with the Finance Division. 

I am a Research Associate of the National Bureau of Economic Research (NBER) in the field 

of Law and Economics, and also a Senior Fellow at the Program on Corporate Governance at 

Harvard Law School. From July 2016 to August 2019, I served as the Vice Dean of 

Curriculum and Instruction of Columbia Business School. Prior to that, I served various 

administrative roles including the Chair for the Finance Division and the Director of the 

Chazen Institute for Global Business. I was a visiting professor and Scholar-in-residence at 

Columbia Law School in 2009 and 2014. 

2. I received graduate economics training at the Department of Economics at the University of 

Chicago, obtaining a Ph.D. in economics. I received my undergraduate training in economics 

at Fudan University in Shanghai, China. 

3. My research and teaching has focused on the field of corporate finance, corporate governance 

and institutional investors. I have authored or coauthored over 35 research studies that are 

published in peer-reviewed journals, a great majority of which have been featured in the very 

top journals in economics, finance, accounting, and law. My academic work has been 

recognized by numerous honors bestowed by academic and professional organizations, 

including annual best paper prizes from all top three finance journals: Journal of Finance, 

Review of Financial Studies, Journal of Financial Economics, and research awards from 

industry organizations including the Q Group and Chicago Quantitative Alliance. I was an 

Editor of Review of Financial Studies from January 2017 to December 2019. I was elected to 

the board of the American Finance Association (AFA, the leading professional organization 

of academic finance) in December 2016. I was elected the Fellow of the Financial 

Management Association (FMA) in 2018. Established in 2000, the FMA Fellows Program 

recognizes individuals who have made significant contributions to the profession such as 

distinguished scholarship. My research has been featured in major media outlets, including 

the Wall Street Journal, the New York Times, the Financial Times, the Economist, 

Businessweek, and Institutional Investors. I have published “op-ed” pieces, including in 

Reuters and the Financial Times. I have been frequently invited to give speeches and keynote 

speeches at academic and practitioner conferences.   
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4. I have had 18 years’ experience teaching Corporate Finance in the MBA, EMBA, and Ph.D. 

programs, covering topics including financial performance evaluation, firm valuation, and 

identifying value drivers. I have also taught courses in Financial Econometrics, Corporate 

Governance, and Global Immersion—Business in China. I am a five-time winner of teaching 

excellence awards at Columbia Business School. My curriculum vitae is attached as 

Appendix A.

5. I have been assisted by Compass Lexecon staff in this matter. My analyses, opinions, and 

conclusions are based solely on the work performed by me, and those under my supervision, 

through the date of this report. The materials I have considered are listed in Appendix B. This 

report is subject to change or modification should additional relevant information become 

available which bears on the analysis, opinions, or conclusions contained herein. 

II. SUMMARY OF FACTUAL BACKGROUND 

A. HISTORY OF HUAWEI 

6. Huawei Technologies Co., LTD (“Huawei”) is a global information and communications 

technology infrastructure and smart devices provider.1 Founded in 1987, Huawei is a private 

company wholly owned by its employees through an Employee Stock Ownership Program 

(“ESOP”) that involves 96,768 employee shareholders as of 2018.2 No government agency or 

outside organization holds shares in Huawei.3

7. In 2018, Huawei derived approximately 48% of its revenues from its consumer business, 

41% from its carrier business, 10% from its enterprise business, and the remaining 1% from 

its other businesses.4 In 2018, Huawei derived 52% of its revenues from its domestic market 

in China, 28% from markets in the Europe, Middle East, and Africa region, 11% from other 

markets in the Asia Pacific region, 7% from markets in the Americas, and 2% from other 

remaining markets.5

1 About Huawei, Huawei Technologies Co., Ltd., https://www.huawei.com/us/about-huawei. 
2 Huawei Investment & Holding Co., Ltd., 2018 Annual Report (“Huawei 2018 Annual Report”), at introduction, 1. 
3 Id., at introduction, 5. 
4 Id., at 20. 
5 Id. 
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8. Huawei focuses on research, innovation, and the implementation of its innovations to future 

networks around the world. In 2018, Huawei had approximately 80,000 employees, about 

45% of its workforce, involved in research and development (“R&D”).6 Huawei has a global 

team of scientists and engineers in its R&D department with 14 R&D centers around the 

world.7 Huawei makes large investments in R&D. In 2018, Huawei invested more than CNY 

100 billion in R&D, ranking the fifth largest R&D spender in the world according to the 2018 

EU Industrial R&D Investment Scoreboard,8 and over the past decade, Huawei has invested 

more than CNY 480 billion in R&D.9 Huawei also holds a large amount of patents. As of 

December 31, 2018, Huawei has 87,805 granted patents, of which 11,152 are patents granted 

in the United States.10 According to IPlytics Platform, as of July 2019, Huawei is the top 

patent owner of 5G declarations with the largest portfolio of 5G declared patents.11

9. According to a market study by Dell’Oro Group,12 Huawei is also the largest mobile radio 

access network (“RAN”) company provider with a 31% market share of worldwide radio 

access network revenues ($9.3 billion out of a $30.1 billion market) as of 2018.13 Ericsson 

with 29% market share and Nokia with 23% come second and third respectively in the global 

mobile radio access network market.14

B. SUMMARY OF FCC ALLEGATIONS 

10. My understanding of the relevant background is as follows. The Federal Communications 

Commission (“FCC”) issued a final order on November 26, 2019 (“Final Order”), which it 

then published in the Federal Register on January 3, 2020 (the “FCC Rule”). The FCC Rule 

6 Id., at 44.  
7 Corporate Introduction, Huawei Technologies Co., Ltd., https://www.huawei.com/us/about-huawei/corporate-
information. 
8 Huawei 2018 Annual Report, at 3; European Commission, “EU R&D Scoreboard: The 2018 EU Industrial R&D 
Investment Scoreboard” (2018), at 56. 
9 Huawei 2018 Annual Report, at 44.  
10 Id., at 3.  
11 Pohlmann, Tim, “Who is leading the 5G patent race? July 2019 update – part one,” IAM Magazine (July 24, 
2019). 
12 According to their website, “Dell’Oro Group is the leading independent market analysis and research firm for the 
Telecommunications, Enterprise Networks, and Data Center IT Infrastructure industries.” See Dell’Oro Group 
Homepage, https://www.delloro.com/. 
13 Dell’Oro Group Mobile RAN 2019 Q3 Report, Total Vendor Split Table. The mobile radio access network market 
consists of various radio access networks, which includes GSM, CDMA, WCDMA, WiMAX, LTE, and 5G NR. 
14 Id.
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prohibits the use of Universal Service Fund (“USF”) funds to purchase or obtain any 

equipment or services produced or provided by covered companies posing a national security 

threat to the integrity of communications networks or the communications supply chain. The 

order initially designated two covered companies, Huawei and ZTE Corporation (“ZTE”), 

along with their parents, affiliates, and subsidiaries. Among other claims, the FCC alleges 

that Huawei benefits from “low costs [that] are likely due to favorable subsidies and other 

benefits bestowed by governments that are in an adversarial position to the United States.”15

Citing a study by RWR Advisory Group,16 the FCC claims that Huawei projects received 

$2.8 billion from the China Export-Import Bank (“China EXIM Bank”) and $7 billion from 

the China Development Bank (“CDB”) since 2012.17 The FCC also alleges that China 

Construction Bank provided over $470 million in lines of credit to foreign companies as 

an incentive to purchase Huawei products in 1998.18

11. In support of the FCC Rule, Attorney General William Barr wrote a letter to the Chairman of 

the FCC Ajit Pai on November 13, 2019 (the “Barr Letter”), which alleges that “the Chinese 

have subsidized their firms [Huawei and ZTE] to lock up as much of the market as possible. 

This…threatens to thwart the emergence of fair competition and lead to irreversible market 

dominance that will force all of us onto Chinese systems, causing unmitigable harm to our 

national security.”19

12. The FCC Rule relies on an October 8, 2012 Investigative Report on the U.S. National 

Security Issues Posed by Chinese Telecommunications Companies Huawei and ZTE 

presented to the U.S. House of Representatives (“2012 HPSCI Report”).20 The 2012 HPSCI 

Report makes several statements regarding “special financial incentives or support from the 

15 Federal Communications Commission, “Protecting Against National Security Threats to the Communications 
Supply Chain Through FCC” (Jan. 3, 2020) (“FCC Rule”), ¶ 8. 
16 The RWR Advisory Group is a U.S. “consulting firm that specializes in the risks present at the intersection of 
global business activity and national security concerns.” See About RWR, RWR Advisory Group, LLC., 
https://www.rwradvisory.com/about/. 
17 FCC Rule, ¶ 31. 
18 Id., at ¶ 31. 
19 Barr, William, “Letter to Ajit Pai” (Nov. 13, 2019) (“Barr Letter”), at 2; FCC Rule, ¶ 26. 
20 It is my understanding that the FCC Rule incorporates the contents of prior reports and orders in the WC Docket 
No. 18-89. In the Final Order, in support of the FCC allegation that Huawei benefits from “low costs [that] are likely 
due to favorable subsidies and other benefits bestowed by governments that are in an adversarial position to the 
United States,” the report cites in footnote 87 the 2012 HPSCI Report. See Federal Communications Commission, 
“Protecting Against National Security Threats to the Communications Supply Chain Through FCC Programs” (Nov. 
26, 2019) (“Final Order”), ¶ 30 and fn. 87. 
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Chinese government” that Huawei allegedly receives.21 The report alleges that Huawei 

receives financial backing from the Chinese government and state-owned entities due to its 

alleged status as a “national champion,” i.e., a company within one of seven sectors 

considered strategic by the Chinese government.22 The report also alleges that Huawei 

“receives substantial support from the Chinese government and Chinese state-owned banks, 

which is at least partially responsible for its position in the global marketplace” and that 

Huawei failed to answer and provide supporting documentation of its claims that it was 

financially independent of the Chinese government.23 The 2012 HPSCI Report further alleges 

that Huawei benefits from “below-market pricing.”24 There is no discussion as to what the 

“below-market pricing” that Huawei allegedly benefits from consists of. The report states 

that Huawei admitted to having access to $100 billion in credit available and that Huawei 

asserted that it had only drawn $5.867 billion from 2005 to 2011.25

13. The FCC Rule also relies on initial and reply comments by the Telecommunications Industry 

Association (“TIA”). The July 2, 2018 Reply Comments of the TIA (“TIA Reply”) makes 

several allegations regarding how “various forms of commercially significant state aid and 

financing have directly contributed to Huawei’s … expansion, both domestically and 

globally.”26 The TIA alleges that “Huawei and ZTE are beneficiaries of multiple Chinese 

state policies that designate the development of the Chinese telecom sector as a strategic 

priority, and have received extensive government support over the years in the form of credit 

lines, export credits, grants, subsidies, and preferential tax treatment.”27 In addition, the TIA 

Reply alleges that Huawei’s growth is attributable to a $30 billion credit line from the CDB 

and that the bank is a “key reason” for Huawei’s international success.28 The TIA Reply also 

alleges that part of this success is due to a series of international funding agreements with the 

21 “Investigative Report on the U.S. National Security Issues Posed by Chinese Telecommunications Companies 
Huawei and ZTE presented to the U.S. House of Representatives” (Oct. 8, 2012) (“2012 HPSCI Report”), at 28. 
22 See id., at 21 (“Huawei operates in what Beijing explicitly refers to as one of seven ‘strategic sectors.’ Strategic 
sectors are those considered as core to the national security interests of the state. In these sectors, the CCP [Chinese 
Communist Party] ensures that “national champions” dominate through a combination of market protectionism, 
cheap loans, tax and subsidy programs, and diplomatic support in the case of offshore markets. Indeed, it is not 
possible to thrive in one of China’s strategic sectors without regime largesse and approval…. The U.S. China-
Commission lists Huawei as a form of enterprise in China that exists in a relatively new market and receives 
generous government policies to support its development and impose difficulties for foreign competition.”).
23 Id., at 29. 
24 Id., at 27. 
25 Id., at 28. 
26 Reply Comments of the Telecommunications Industry Association, dated July 2, 2018 (“TIA Reply”), at 65. 
27 Id., at 62. 
28 Id., at. 63. 
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CDB and the China EXIM Bank.29 Additionally, the TIA Reply alleges that, based on a 

European Commission investigation published in 2011, the European Commission had found 

that “Huawei had access to a $30 billion facility from CDB and that Huawei’s customers had 

used over $5 billion in export buyer credits in the five-year period through 2009.”30 There is 

no statement that any of this export financing was provided on terms more favorable than 

governments are permitted by international rules. 

III. ASSIGNMENT AND SUMMARY OF OPINIONS 

14. I have been retained by Jones Day, counsel for Huawei, to assess as a matter of economics, 

the FCC’s assertion that Huawei benefits from “low costs [that] are likely due to favorable 

subsidies and other benefits bestowed by governments that are in an adversarial position to 

the United States.”  

15. Based on my analysis, I have reached the following principal opinions: 

• The FCC’s allegations concerning the support Huawei allegedly receives 

from the government are largely unsupported by evidence. 

• The level of support that Huawei receives from government programs does not 

differ materially from the types and levels of support received from government 

programs by Huawei’s major competitors, nor does the FCC provide any evidence that 

supports received by Huawei are inconsistent with international rules governing the 

provision by governments of such financing, and Huawei’s competitors in fact receive 

government supports of the same kinds. Thus, there is nothing in the FCC Report to 

indicate that such support confers a competitive benefit to Huawei over its competitors. 

• Even assuming that the FCC’s assertion that Huawei receives “favorable 

subsidies” were true (which I do not believe to be true), the amount of the alleged 

support received is not material to Huawei’s cost structure and financial 

performance. On this point, it should be noted that statements as to the amounts of 

29 See id., at 64 (“For example, in 2014-15, the CDB provided $1.2 billion in funding for the purchase of equipment 
to modernize a mobile network in Brazil and $600 million in loan assistance for Russia to undertake network 
upgrades. Another state-backed institution, the Export-Import Bank of China (‘China Exim Bank’), made available 
$214 million for the acquisition of Huawei fiber-optic network gear in Guinea. During this period, China’s 
government and export credit houses also provided financing and loans to promote the purchase of Huawei 
equipment for projects in Mali, Russia, Togo, Ukraine, and Zimbabwe.”) 
30 Id., at 65. 
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government supports relate in most cases to the total funds provided over a period of 

years or even decades. Thus, numbers that appear to be large on their own are generally 

quite small compared to Huawei’s revenues over the same periods.   

• The FCC does not provide evidence that any support Huawei receives, 

specifically loans and export credit, is provided on terms more favorable than Huawei 

could have obtained from commercial sources. Absent such evidence, it cannot be 

concluded that such support provided an artificial or “unfair” benefit to Huawei’s 

operations or sales. 

• The support that Huawei receives from government programs is also available 

to foreign-invested enterprises in China, including to U.S.-owned companies and to 

Huawei’s competitors, who meet the same qualifications as Huawei. 

• The FCC has failed to recognize significant structural and other comparative 

advantages that have contributed to Huawei’s ability to provide quality services at 

affordable rates, including its resource allocation to R&D in new technologies, a 

culture of efficiency, ability to quickly adapt to its customers, and an abundant supply 

of talented engineers in its home country. 

IV. THE FCC’S ALLEGATIONS ARE LARGELY UNSUPPORTED 

16. As detailed above, the FCC has alleged that Huawei receives “favorable subsidies and other 

benefits bestowed by governments that are in an adversarial position to the United States.”31

Based on the FCC allegations and the sources it cites, the various support that Huawei 

allegedly receives falls into four primary categories: (1) government grants; (2) preferential 

tax treatment; (3) bank loans with favorable interest rates, particularly from state-owned or 

government-related banks; and (4) government-sponsored credit for overseas customers. As 

detailed below, the majority of these allegations are unsupported by empirical evidence and 

instead ultimately cite to sources, such as news articles and editorials, that fail to provide a 

transparent and replicable methodology or supporting data. 

17. The FCC provides no analysis of whether or to what extent the government supports 

provided to Huawei could not have been obtained on equivalent terms from commercial 

31 FCC Rule, ¶ 8. 
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sources. Without such evidence, it cannot be concluded that the government supports gave 

Huawei a competitive advantage. 

18. Furthermore, even when quantitative data are cited, the supporting data only provide detail 

on government support that Huawei was alleged to receive but make no mention of support 

received by competitors. As an initial matter, in order to assess whether Huawei receives 

materially favorable support from the Chinese government, allowing Huawei to benefit from 

“low costs” that enable it “to lock up as much of the market as possible… [and to] threaten[] 

to thwart the emergence of fair competition and lead to irreversible market dominance,”32 one 

must assess the level and terms of support that Huawei has received relative to Huawei’s 

competitors. The FCC, however, fails to provide any such analysis, making it impossible to 

assess whether Huawei has benefited from lower costs. 

19.  Exhibit 1A shows the three primary sources on which the FCC purports to rely on in support 

of the allegation that Huawei benefits from “low costs [that] are likely due to favorable 

subsidies and other benefits bestowed by governments that are in an adversarial position to 

the United States.”33 The three sources are the 2012 HPSCI Report, the TIA Reply, and 

figures based on a study by the RWR Advisory Group. I have reviewed these documents, as 

well as the FCC Rule, and have observed that the support for the FCC allegations is largely 

indirect evidence. The FCC did not conduct any independent investigation nor did it 

independently collect specific evidence to support its allegation.

20. Exhibit 1B shows the sources used to support the relevant claims in the 2012 HPSCI Report 

that allege that Huawei is a “national champion” and thus is strategically ensured to receive 

generous government support, resulting in below market-pricing.34 Relevant sources cited in 

the 2012 HPSCI Report in support of these allegations include three news articles (one from 

the Business Spectator and two from the Economist), a document by the RAND 

32 Barr Letter, at 2; FCC Rule, ¶¶ 8, 26. 
33 FCC Rule, ¶ 8. 
34 See 2012 HPSCI Report, at 14 (“[M]any analysts suggest that the Chinese government and military proclaim that 
Huawei is a ‘national champion’ and provide Huawei market-distorting financial support.”), 21 (“In these sectors, 
the CCP [Chinese Communist Party] ensures that ‘national champions’ dominate through a combination of market 
protectionism, cheap loans, tax and subsidy programs, and diplomatic support in the case of offshore markets….  
The U.S. China-Commission lists Huawei as a form of enterprise in China that exists in a relatively new market and 
receives generous government policies to support its development and impose difficulties for foreign competition.”), 
27 (“Many industry experts and telecommunications companies describe below-market pricing.”), p. 28 (“Huawei 
admits that its customers have a US $100 billion in credit available, yet Huawei asserts that only $5.867 billion has 
been drawn in the period between 2005 and 2011.”). 
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Corporation35, the 2011 Report to Congress of the U.S.-China Economic and Security 

Review Commission, a speech by Christopher McNally of the East-West Center in a briefing 

to the U.S.-China Economic and Security Review Commission, a Wharton School article 

from Knowledge@Wharton, and interviews with Huawei officials. With the exception of the 

interviews with Huawei officials in which Huawei acknowledged that its customers had 

access to $100 billion in credit of which only $5.867 billion had been drawn in the period 

between 2005 and 2011, none of these sources cites to any data or provide substantive 

empirical evidence on the amount of support Huawei receives from the government in 

support of the FCC allegations.36 Moreover, even when a data point on Huawei’s alleged 

support is provided, such as the $5.867 billion of credit drawn out of a $100 billion line of 

credit, neither the FCC Rule nor the 2012 HPSCI Report conducts any analysis to assess 

whether the amount or the terms of this support compared to the amount or terms available to 

its competitors are materially favorable such that it prevents fair competition within the 

industry. 

21. Exhibit 1C shows the sources used to support the relevant claims in the TIA Reply that allege 

that Huawei receives extensive government support in the form of credit lines, export credits, 

grants, subsidies, and preferential tax treatment and which is alleged to be the key reason for 

Huawei’s dramatic growth and international success.37 With the exception of (a) the Fred 

Hochberg speech, which refers to a $30 billion credit line from the CDB, (b) the Forsythe and 

35 The RAND Corporation is a nonprofit institution that is commissioned by government agencies, foundations, 
colleges and universities, and private-sector firms to conduct research focusing on military planning with research 
and development decisions for the public welfare and security of the U.S. See History and Mission, Rand 
Corporation., https://www.rand.org/about/history.html. 
36 See 2012 HPSCI Report, at 28 (the report also cites Interviews with Huawei Officials from Feb. 23, 2012 and the 
Huawei Presentation to HPSCI from Feb. 23, 2012); Chang, Christine, et al., “Huawei Technologies: A Chinese 
Trail Blazer in Africa,” Knowledge@Wharton (April 20, 2009); “Capitalism Confined,” The Economist (Sept. 3, 
2011); “Huawei: The Company that Spooked the World,” The Economist (Aug. 4, 2012); Lee, John, “The Other 
Side of Huawei,” Business Spectator (March 30, 2012); McNally, Christopher, “Briefing to the U.S. – China 
Economic and Security Review Commission,” East-West Center, Honolulu, HI (May 17, 2011); Medeiros, Evan, et 
al., A New Direction for China’s Defense Industry, Rand Corporation (2005), at 217-19; U.S.-China Economic and 
Security Review Commission, 2011 Report to Congress, Washington, D.C. (Nov. 2011), at 47, 95. 
37 See TIA Reply, at 63 (“[O]ne of the central reasons [Huawei's] growth has been so dramatic – is that it's backed 
by a $30 billion credit line from the [state-backed] Chinese Development Bank.”), 64 (“For example, in 2014-15, the 
CDB provided $1.2 billion in funding for the purchase of equipment to modernize a mobile network in Brazil and 
$600 million in loan assistance for Russia to undertake network upgrades. Another state-backed institution, the 
Export-Import Bank of China (‘China Exim Bank’), made available $214 million for the acquisition of Huawei 
fiber-optic network gear in Guinea.  During this period, China’s government and export credit houses also provided 
financing and loans to promote the purchase of Huawei equipment for projects in Mali, Russia, Togo, Ukraine, and 
Zimbabwe.”), 65 (“In sum, various forms of commercially significant state aid and financing have directly 
contributed to Huawei's and ZTE's expansion, both domestically and globally.”). 
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Sanderson book, which also refers to the $30 billion credit line, (c) the Wall Street Journal 

article, which also refers to the $30 billion credit line but acknowledges that Huawei’s 

customers only had used over $5 billion in export buyer credits in the five-year period 

through 2009, and (d) the U.S. Export-Import Bank’s “Competitiveness Reports – China 

Information,” which lists approximately $13 billion in state-owned bank loans and export 

credit financing, none of the other sources cites to any data or provides substantive empirical 

evidence on the amount of support Huawei allegedly receives from the government.38

Moreover, as previously mentioned, even as to these various data points on Huawei support 

that are provided, neither the FCC Rule nor the TIA Reply conducts any analysis to assess 

whether the support Huawei receives is materially favorable compared to its competitors such 

that it prevents fair competition within the industry. 

22. Lastly, Exhibit 1D shows the sources used to support the study by the RWR Advisory Group. 

The RWR study claims that Huawei received $2.8 billion in funding from the China EXIM 

Bank and $7 billion from the CDB and $471 million in lines of credit to Huawei’s customers 

from the China Construction Bank in 1998.39, 40 In support of the $471 million in credit lines 

accessible to Huawei’s customers, the RWR study cites to a paper from the 2013 Stanford 

Law Review. However, this paper makes no mention of Huawei or the $471 million.41 In 

38 Dalton, Matthew, “EU Finds China Gave Aid to Huawei, ZTE,” Wall Street Journal (Feb. 3, 2011); Dalton, 
Matthew, “Europe Raises Cry Over China Tech Exports,” Wall Street Journal (Oct. 5, 2010); Dyer, Geoff and 
McGregor, Richard, “China’s Champions: Why State Ownership Is No Longer a Dead Hand,” Financial Times
(March 16, 2008); “China’s Economy: Perverse Advantage,” The Economist (April 27, 2013); Export-Import Bank 
of the United States, “Competitiveness Reports – China Information” (June 30, 2016); Forsythe, Michael and 
Sanderson, Henry, Debt, Oil and Influence – How China Development Bank is Rewriting the Rules of Finance: 
China’s Superbank, John Wiley & Sons (2013), at 158, 162; Haley, George and Haley, Usha, Subsidies to Chinese 
Industry, Oxford University Press (2013); Hochberg, Fred, “How the U.S. Can Lead the World in Exports: 
Retooling Our Export Finance Strategy for the 21st Century,” Remarks at the Center for American Progress, 
Washington, D.C. (June 13, 2011); McCarthy, Michael, “Background Material for US-China Economic and Security 
Review Commission” (June 6, 2012); “The Huawei Way,” Newsweek (Jan. 15, 2006); USCC Research Staff, The 
National Security Implications of Investments and Products from the People’s Republic of China in the 
Telecommunications Sector, U.S.-China Economic and Security Review Commission Staff Report (Jan. 2011), at 
11, 13-18. 
39 The RWR Advisory Group is a U.S. “consulting firm that specializes in the risks present at the intersection of 
global business activity and national security concerns.” See About RWR, RWR Advisory Group, LLC., 
https://www.rwradvisory.com/about/.  
40 See RWR Advisory Group, “A Transaction Risk Profile of Huawei,” (Feb. 13, 2018), at 20-21 (“RWR research 
identified 32 cases since 2012 where Huawei Projects were funded by Exim Bank of China ($2.8 billion) or China 
Development Bank ($7 billion)”) and (“Although dated, research by Milhaupt and Zheng concluded that China 
Construction Bank provided financing to Huawei buyers totaling some 3.9 billion RMB (approximately $471 
million) in 1998, a remarkable 45% of the total credit it extended that year.”). 
41 Lin, Li-Wen & Milhaupt, Curtis “We Are the (National) Champions: Understanding the Mechanisms of State 
Capitalism in China,” 65 Stanford Law Review, 697-760 (2013). I did find a potential alternative cite that the RWR 
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support of the $9.8 billion in funding from the CDB and China EXIM Bank, the study relies 

on RWR’s proprietary database, IntelTrak, to identify 32 cases of state-sponsored bank 

funding.42 However, this proprietary database provides no transparent methodology to verify 

and determine the reliability of the database. Moreover, as previously discussed, neither the 

FCC Rule nor the RWR study conducts any analysis to properly assess and validate the FCC 

allegation—that this support Huawei allegedly receives is materially favorable compared to 

what it could have received from commercial sources or compared to its competitors such 

that it prevents fair competition within the industry. 

V. THE LEVEL OF SUPPORT THAT HUAWEI RECEIVES FROM THE 

GOVERNMENT DOES NOT MATERIALLY DIFFER FROM THE SUPPORT 

RECEIVED BY ITS COMPETITORS  

23. As stated above, in order to assess the FCC allegations that Huawei receives materially 

favorable support from the Chinese government which allows Huawei to have an unfair 

competitive advantage over its competitors, one must compare the alleged support that 

Huawei receives against the support received by Huawei’s competitors. In addition, as part of 

that assessment, the terms of the government support must be shown to be more favorable 

than Huawei could have obtained from commercial sources. 

24. As an initial matter, in order to conduct this analysis, I first compared Huawei’s financials 

against its competitors to demonstrate that Huawei’s financials are not materially different 

from its competitors. This comparison demonstrates that, rather than growing as a result of 

receiving allegedly favorable levels of support from the Chinese government and unfairly 

benefitting from this support, Huawei’s fast growth relative to its competitors is organic and 

can be attributed to its business model and market positioning rather than any allegedly 

favorable support from the Chinese government. I then conducted an analysis on each of the 

four types of alleged support that the FCC mentions: (1) government grants, (2) preferential 

tax treatment, (3) bank loans with favorable interest rates, and (4) government-sponsored 

credit for overseas customers. I determined that the level of support that Huawei receives 

study could have intended to cite to. See Gilley, Bruce, “Huawei's Fixed Line to Beijing,” Far Eastern Economic 
Review (Dec. 28, 2000). 
42 IntelTrak (RWR’s proprietary database); RWR Advisory Group, “A Transaction Risk Profile of Huawei” (Feb. 
13, 2018), at 20. 
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from the government does not materially differ from the support received by its competitors 

and that even if this support were considered more favorable relative to its competitors, the 

support received by Huawei would not have been material to Huawei’s cost structure and 

financial performance. 

A. HUAWEI’S BUSINESS MODEL  

25. Most of Huawei’s financials with the exception of Huawei’s ratios related to returns to assets 

and capital, which are higher, are within a similar range as its competitors within the 

telecommunications and networking equipment market, such as Alcatel-Lucent, Cisco, 

Ericsson, and Nokia. This can be observed in Table 1 below, which contains a comparison of 

Huawei’s various financial ratios against its competitors for the 10 year period from 2009 to 

2018.  

Table 1: Financial Comparison of Huawei and Competitors

Weighted Average
1

Financials Ratio Huawei

Alcatel-

Lucent
2

Cisco
3

Ericsson Nokia

Gross Profit Margin 1 - Cost of Goods Sold / Revenue 40.3% 32.9% 62.0% 34.2% 36.3%

Operating Profit Margin Operating Income / Revenue 10.6% 1.0% 23.6% 7.6% 5.5%

Net Profit Margin Net Income / Revenue 8.5% -3.4% 16.6% 1.4% 0.5%

Effective Interest Rate Interest Expense / Total Debt -5.7% -7.0% -3.1% -4.8% -5.5%

Total Asset Turnover Revenue / Total Assets 1.1 0.5 0.5 0.8 0.7

Net Fixed Assets Turnover Revenue / Net Fixed Assets (PP&E) 10.7 11.8 13.0 17.7 15.3

Receivables Days on Hand Total Receivables / Revenue * 365 91.7 78.1 71.0 139.4 117.8

Payable Days on Hand Accounts Payable / Cost of Goods Sold * 365 91.2 143.6 24.4 60.8 103.0

Debt-to-Capital Ratio Total Debt / Capital 21.6% 55.9% 28.3% 18.6% 25.3%

Net Leverage [Debt - Cash & Cash-Equivalent] / [Debt + Equity - Cash & Cash-Equivalent] -321.6% -7.3% -135.5% -39.3% -60.9%

Return on Assets Operating Income / Total Assets 11.5% 0.6% 10.7% 6.1% 3.6%

Return on Equity Net Income / Total Equity 27.0% -8.3% 14.3% 2.4% 0.9%

Return on Invested Capital (ROIC)
4

(1 - Effective Tax Rate) * Operating Income / Capital 22.4% 1.8% 10.6% 7.3% 4.3%

Cash Flows on Capital Cash from Operations / Capital 30.6% 1.5% 16.3% 10.6% 6.4%

Revenue CAGR
5

(End Revenue / Beg. Revenue)  ̂(1 / (# of Years)) - 1 19.1% -0.6% 3.5% 0.2% -6.4%

Notes:

[3] Cisco's annual financial year begins in the prior mid-year in July and ends the following year in July.

[4] ROIC uses Effective Tax Rate (EBT Excl. Unusual Items) in the numerator.

[5] Revenue CAGR is the company's compounded annual revenue growth rate from 2009 to 2018.

Source : S&P Capital IQ.

[1] Weighted average is computed as the sum of each year's weight multiplied by the year's financial ratio. The weight of each year is computed as the denominator (e.g., 

Revenue, Total Debt, Total Assets, etc.) of the ratio of each year divided by the sum of the denominators over the analysis period (2009 - 2018). 

[2] Alcatel-Lucent was acquired by Nokia in 2016. The last annual financial report for Alcatel-Lucent is disclosed in a SEC Form 20-F for the fiscal year 2015 filed on April 

28, 2016.

[6] Data is from S&P Capital IQ which standardizes financials across companies and records restatements.  As a result, some of the numbers may differ from how they are 

reported in the original financial statements.
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26. The financial ratios in Table 1 are also indicative of Huawei’s market positioning and 

business model relative to its competitors. Relative to its peers within the 

telecommunications and networking equipment market, Huawei’s positioning suggests that 

Huawei is a high volume and low-to-medium cost producer. 

27. For example, Huawei’s gross profit margin, operating profit margin, and net profit margin are 

all consistently middling among the minimum and maximum profit margins of the five 

companies shown in the table. This suggests that Huawei chooses to position itself with a 

pricing strategy that aims for medium profit margins within its market. Moreover, the 

respectable average gross profit margin of 40.3% and operating profit margin of 10.6% over 

the past ten years refutes any possibility of a predatory pricing strategy, where a firm prices 

goods or services at low levels that cannot be justified by the costs in order to drive away 

competitors. Among its competitors, as can be seen in the table above, Huawei has the 

highest total asset turnover ratio, defined as the ratio of annual sales to total assets. This 

suggests that Huawei is more efficient in asset turnover, making greater amounts of sales per 

asset, and also indicates that Huawei likely has a competitive pricing strategy and cost 

structure which result in more volume and faster sales than its competitors. Moreover, 

Huawei has a lower net fixed asset turnover than most of its peers. This indicates that Huawei 

is more asset intensive than its competitors, requiring more use of its fixed assets, i.e., 

property, plant, and equipment (“PP&E”), to make a sale. 

28. Huawei has an average amount of leverage compared to its competitors with a middling debt-

to-capital ratio, defined as the ratio of total debt (including both short-term and long-term 

debt) to the sum of debt and shareholder’s equity. This indicates that Huawei does not rely on 

materially higher amounts of loans or debt than its peers to meet its capital needs. Moreover, 

as discussed in more depth later, a lower reliance on debt is due to the fact that Huawei is 

producing strong enough cashflows from operations that are sufficient to self-finance the 

company’s growth.43 Furthermore, Huawei has a significant amount of cash and cash-

equivalent liquid reserves. On a net debt (defined as the difference between gross debt and 

cash and cash-equivalent) basis, Huawei has negative borrowing, i.e., it holds more cash and 

liquid assets in short-term investments than its gross debt, and its net leverage is much lower 

than its competitors and is therefore the least reliant on outside borrowing. 

43 See infra, ¶¶ 29, 48. 
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29. As can also be seen in Table 1, Huawei’s return on assets, return on equity, return on invested 

capital (“ROIC”), and cash flows on capital are all consistently higher than its peers. Since 

Huawei’s return on equity and cash flows on capital ratio are both above Huawei’s 

compounded annual sales growth rate of 19.1% from 2009 to 2018, this indicates that 

Huawei is efficient at growing and is able to rely principally on internal financing, i.e., 

relying on cash flow accumulation from internal business operations to make investments, as 

opposed to external loans or debt in order to grow.44

30. Overall, Huawei’s financial results relative to its competitors suggest that rather than growing 

as a result of allegedly unfairly receiving large amounts and favorable levels of support from 

the Chinese government, Huawei has in fact positioned itself in a more efficient manner than 

its competitors, allowing Huawei to make higher returns on invested capital relative to its 

competitors. The high cash flow returns in turn allow Huawei to grow quickly by relying 

principally on internal financing. 

31. Equity research analysts covering the telecommunications and networking equipment 

industry also consistently acknowledged and indicated that they viewed Huawei as a 

company with momentum, quickly growing and gaining market share due to its competitive 

pricing and focus on R&D and leadership in technology. For example: 

• J.P. Morgan analysts noted on April 4, 2016: “Huawei Reports 37% Revenue 
Growth in 2015: Huawei reported that its FY’15 revenue grew 37% Y/Y to 
CNY395bn ($61bn). Net profit of CNY37bn ($6bn) was up 33% Y/Y. Carrier 
segment revenues grew 21% Y/Y to CNY232bn ($36bn) driven by widespread 
4G network rollouts. Enterprise segment revenues grew 44% Y/Y to CNY28bn 
($4bn) driven by rapid growth in the public safety, finance, transportation, and 
energy sectors. Consumer segment revenues grew 73% Y/Y to CNY129bn 
($20bn) due to strong demand for its smartphones. The company noted that it 
invested 15% or CNY60bn ($9bn) of its revenue in R&D. (Huawei) Our View: 
As we noted in our MWC wrap in February and again in our daily download 
in March, Huawei has been seeing accelerating share gains, particularly in 
Europe.”45

• UBS analysts highlighted on September 26, 2016: “Huawei an increasing 
presence[.] A common theme across most sectors is Huawei gaining share. 
Huawei appears to have momentum in routing, data center switching, and 
optical. Most of its share gains appear to be in China, Russia and Africa, 

44 See Higgins, Robert C., et al., Analysis for Financial Management, 12th Edition, McGraw-Hill Education (2019), 
Ch. 4, at 123-26 (the derivations in the chapter indicate that a firm can grow up to the rate of its return on capital via 
internal financing). See also Koller, Tim, et al., Valuation: Measuring and Managing the Value of Companies, 6th

Edition, Wiley Finance (2015), at 19-22, 29-33, 147-48. 
45 J.P. Morgan, “Rod Hall’s Daily Download - BBRY EPS, Huawei results, INTC Cloud Day takeaways and 
more…” (April 4, 2016), at 1. 
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regions where Cisco and Juniper have not been strong. However, Huawei has 
recently signaled increased R&D on Internet infrastructure; we will be 
watching for its impact in Europe.”46

• UBS analysts observed on May 16, 2018: “Huawei is also a key contributor to 
the 3GPP 5G standard and has been one of the key IP contributor to 5G 
wireless technology overall, alongside Samsung, Ericsson, Nokia, Intel, 
Qualcomm and ZTE itself. It received the biggest contribution to 5G R&D 
award from the 2017 MENA Summit. Its position in the 5G wireless 
equipment market is comparatively stronger vs. 4G rollout, with a solid 
footprint with global telcos (beyond China) ex -US market.”47

Furthermore, these analysts never mention or suggest that Huawei’s performance can be 

attributed to allegedly favorable treatment or support from the government. 

B. HUAWEI AND ITS COMPETITORS’ LEVEL OF SUPPORT FROM THE 

GOVERNMENT 

32. In general, a company can receive support from a government in various forms. Common 

types of government support include, for example, government grants, preferential tax 

treatment, bank loans with favorable interest rates (particularly from state-owned or 

government-related banks), and government-sponsored credit for overseas customers.48

These policies are common across all countries and their respective governments.49

33. Below I discuss the various forms of support alleged by the FCC to have been received by 

Huawei and demonstrate that these levels of government support are similar to and in line 

with the support received by its competitors. Moreover, I demonstrate that even if, 

hypothetically, this support were considered more favorable relative to its competitors, the 

support received by Huawei would not have been material to Huawei’s cost structure and 

financial performance. 

46 UBS, “IT Hardware & EMS - Networking Market Share: Arista and Huawei Winners in 2Q” (Sept. 26, 2016), at 
1. 
47 UBS, “Technology - US and China relations: After ZTE, what next?” (May 16, 2018), at 6. 
48 See, e.g., Schwartz, Gerd, and Benedict Clements, “Government Subsidies,” Journal of Economic Surveys, vol. 
13, no. 2 (1999): 119-148, at 120-121 (lists seven categories that subsidy types can generally be classified into. 
49 See, e.g., id., at 122-123, which lists various databases on government support and subsidies across various 
countries. 
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A. Conditional and unconditional government grants 

34. According to Huawei’s annual reports, Huawei receives some government grants.50 The 

annual grant amounts received and recognized by Huawei from 2009 through 2018 are 

summarized in Table 2 below.51 These government grants can consist of either unconditional 

or conditional grants. Unconditional government grants are generally not conditional upon 

meeting any requirements. Conditional government grants are recognized and provided to the 

company only when certain conditions, often particularly related to R&D projects and 

investments, are met and approved by governments. 

Table 2: Huawei Annual Government Grants

CNY Million 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 Total

Government Grants

Unconditional Government Grants 251 434 1,098 587 307 422 539 476 671 969 5,754

Conditional Government Grants 22 159 72 162 158 611 1,537 819 507 576 4,624

Listed Government Grants 273 593 1,170 750 465 1,033 2,076 1,295 1,178 1,545 10,378

Government Grants in USD Million 40 90 186 120 77 167 320 186 181 225 1,592

Notes:

[1] Exchange rates are taken from the Huawei annual reports. The closing rate to convert CNY into USD for each year is used.

[3] The 2011 values are from the 2012 Huawei Annual Report.

[2] According to the Huawei annual reports, Huawei states that “Grants that are unconditional and compensate the Group for expenses 

incurred are recognised directly in profit or loss as other income when the grants become receivable. Grants that compensate the Group for 

expenses incurred which are conditional are initially recognised as deferred income in the statement of financial position at fair value, and 

are then recognised in profit or loss as other income when government acceptance documents are obtained, indicating that the conditions 

associated with the grants are fully satisfied. Grants that compensate the Group for the cost of an asset are recognised as deferred income 

and consequently are effectively recognised in profit or loss on a systematic basis over the useful life of the asset.”

Sources: 2009 - 2010 Annual Reports of Huawei Technologies Co., LTD.; 2011 - 2018 Annual Reports of Huawei Investment & Holding

Co., LTD.

35. Like Huawei, companies in other countries, including Huawei’s competitors, are also often 

the beneficiaries of government grants. Exhibit 2 provides a sample of government grants 

received by Huawei’s competitors, including Alcatel-Lucent, Ericsson, and Nokia between 

2009 and 2018. As can be observed from the exhibit, many of these grants are provided for 

the purpose of sponsoring R&D projects and often involve a consortium of companies, 

sometimes including Huawei. This indicates that Huawei’s competitors and other companies 

50 See, e.g., Huawei 2018 Annual Report, at 87. Huawei is a wholly-owned private company and not required to 
publicly disclose its financial results. Huawei, however, does distribute an annual report containing its financials in 
accordance with International Financial Reporting Standards and which are audited by KPMG.  
51 The total amount of government grants Huawei has received from 2009 to 2018 in this table is consistent with the 
total grant amount of $1.6 billion mentioned in a recent Wall Street Journal article on Huawei. See Yap, Chuin-Wei, 
“State Support Helped Fuel Huawei’s Global Rise,” Wall Street Journal (Dec. 25, 2019). 
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also receive government grants and that the nature of the grants Huawei receives does not 

materially differ from its competitors. 

36. Government funding through grants, particularly to fund R&D-related projects and 

investments, is common practice in many countries. Such funding is a typical tool for 

governments to incentivize and encourage the development of certain industries and to foster 

R&D in the private sector around the world.52 Economic theory has shown that markets 

typically underinvest in and generate a suboptimal amount of R&D and that government 

grants encouraging firms to undertake more R&D are a common way to offset this market 

imperfection and to encourage these firms to obtain economies of scale in production.53 Thus, 

the government grants received by Huawei are not unique or exclusive to Huawei or firms in 

China. Data collected by the Organization for Economic Cooperation and Development’s 

(“OECD”) indicate that direct government funding of R&D in businesses is common across 

countries. Other companies in other countries, such as Ericsson in Sweden and Nokia in 

Finland, as previously discussed, also receive government funding. For example, Korea’s 

government funding of R&D for businesses consisted of 0.17% of their country’s GDP in 

2017, U.S. government funding consisted of 0.15% of the U.S.’s GDP in 2014, France 0.12% 

of their country’s GDP in 2016, Sweden 0.11% of their country’s GDP in 2017, China 0.06% 

of their country’s GDP in 2017, and Finland 0.06% of their country’s GDP in 2017.54

52 See, e.g., Takalo, Tuomas, et al., “Estimating the Benefits of Targeted R&D Subsidies,” Review of Economics and 
Statistics, vol. 95, no. 1 (2013): 255-72, at 255 (“Endogenous growth theory in particular has singled out public 
subsidies to R&D as one of the main policy tools.… R&D subsidies have also become ubiquitous in practice. They 
are one of the largest and fastest-growing forms of industrial aid in developed countries…. [T]he United States has 
several programs … and spends $1.5 billion a year on one R&D subsidy program alone; and the EU exempts R&D 
subsidies from its state aid rules. In Finland, where our data originate, R&D subsidies were drastically increased 
amid the deep economic recession of the early 1990s and are now the most important tool of innovation policy….”). 
53 See Schwartz, Gerd, and Benedict Clements, “Government Subsidies,” Journal of Economic Surveys, vol. 13, no. 
2 (1999): 119-148, at 126-27 (“The case for using government subsidies to offset various market imperfectionsis 
fairly straightforward, as it is geared toward increasing efficiency. The argument applies to a case where markets do 
not allocate resources to their most efficient use, usually because the owners of these resources cannot reap their full 
return. In theory, a second-best policy tool, such as subsidies, may offset market imperfections by changing existing 
incentive structures. For example, free rider problems usually lead firms to underinvest in research and development 
(R&D) activities: firms undertake R&D in hope to sell products based on the discoveries made; potential 
competitors, however, may use the knowledge thus obtained and take a share of the profits without incurring the 
costs. The discussion on intellectual property rights exemplifies why it may be rational for an individual firm (or 
country) to underinvest in R&D and instead capitalize on the R&D of others. Clearly, subsidizing firms to undertake 
R&D activities would be one way to overcome this problem…. Similar arguments can be used to subsidize 
enterprises in order to obtain economies of scale in production. For example, when foreign-owned firms have a cost 
advantage because of their larger size, a government subsidy could allow a domestic firm to expand and overcome 
its initial competitive disadvantage in international markets, and, therefore, compete successfully in the long run.”). 
54 See OECD data on government support for R&D and innovation from https://www.oecd.org/sti/rd-tax-stats.htm. 
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37. In addition, even if, hypothetically, Huawei’s grant support were somehow to be considered 

more favorable relative to Huawei’s competitors, the support received by Huawei is still not 

material to Huawei’s cost structure and financial performance. In Exhibit 3, I assess the 

magnitude of the government grants relative to Huawei’s revenue and the effect on Huawei’s 

operating profits. In order to do so, I removed the respective government grant amounts from 

the income statement in each year to assess how it would have impacted Huawei’s revenue 

and operating profit from 2009 to 2018. As can be seen in Exhibit 3, the removal of grants 

would result in generally consistently small percent changes in revenue and operating profit 

over this ten year period. With the exception of 2011, grants represented no more than 0.5% 

of sales and no more than 4.5% of the operating profit in each year. (In 2011, the respective 

numbers were 0.6% and 6.3%.) While the various sources which the FCC report rely on 

emphasize the total amount of $1.6 billion in government grants that Huawei received, which 

may appear to be a significant number on its own, they fail to put the number into context 

that it is accumulated over a ten-year period and accounted for only 0.29% of Huawei’s sales 

over the period.55

B. Preferential tax treatment 

38. It is my understanding that all enterprises with tax residence in China are subject to China’s 

corporate income tax (“CIT”) law. Under China’s CIT law, the standard income tax rate is 

25%. For enterprises engaged in certain specified industries, a lower income tax rate is 

applicable. For example, a qualifying “High and New Technology Enterprise (HNTE)” that 

fulfills a set of prescribed criteria is eligible for a reduced corporate income tax rate of 15%.56

To the extent that Huawei meets the prescribed criteria under China’s CIT law that qualifies 

any company to be eligible for the lower statutory corporate income tax rate of 15%, Huawei 

likely uses these preferential tax policies.57

39. It is also my understanding that under China’s CIT law, enterprises can qualify for tax 

deductions on R&D expenditures for the development of new technology, products, and 

55 0.29% is computed as the sum of government grants Huawei received from 2009 to 2018 over the sum of total 
sales from 2009 to 2018 (0.29% = CNY 10.4 billion / CNY 3,524.4 billion). 
56 PwC Tax Summaries, http://taxsummaries.pwc.com/ID/Peoples-Republic-of-China-Corporate-Taxes-on-
corporate-income. 
57 See Appendix C which contains the Declaration of Wu Hao (Jan. 26, 2020) (“Hao Decl.”), ¶ 5. 
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craftmanship.58 To the extent that Huawei meets the prescribed criteria under China’s CIT 

law that qualifies any company to be eligible for the R&D tax deductions, Huawei also uses 

these preferential tax policies.59

40. Accordingly, Huawei’s effective tax rate, i.e., the percentage of income actually paid by the 

company after taking into account tax breaks or adjustments, is in line with this lower 

statutory tax rate, i.e., the percentage income to be paid as imposed by law, fluctuating 

around 15%. In addition, Huawei’s fluctuations around the statutory rate can likely be 

explained by variable yearly tax deductions taken on eligible R&D expenditures. Huawei’s 

effective tax rate, calculated as the ratio of tax expenses to earnings before tax (excluding 

unusual items), from 2009 through 2018 is summarized in Table 3. 

CNY Billion 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 Average

EBT Excl. Unusual Items 22.1 28.4 12.1 16.9 23.1 35.7 41.9 42.9 56.2 72.4

Income Tax 3.9 3.8 0.8 2.8 4.2 5.2 5.1 7.0 8.7 14.3

Effective Tax Rate
2

17.5% 13.5% 6.7% 16.3% 18.0% 14.5% 12.1% 16.3% 15.4% 19.8% 15.0%

Notes :

[1] Effective Tax Rate is calculated as follows: Income Tax/EBT Excl. Unusual Items.

Source : S&P Capital IQ.

Table 3: Huawei Effective Tax Rate

[2] Data is from S&P Capital IQ which standardizes financials across companies and records restatements.  As a result, some of the 

numbers may differ from how they are reported in the original financial statements.

41. These tax policies applicable to Huawei are standard universal policies applicable to any 

enterprise in China that meets the prescribed criteria qualifying a company as a “High and 

New Technology Enterprise (HNTE)” including any resident enterprise registered within 

mainland China with qualified R&D investments, or meets the prescribed criteria qualifying 

a company to take tax deductions on its R&D expenditures, as well as other available tax 

58 See Article 95 of Regulations of the People’s Republic of China on the Implementation of the Enterprise Income 
Tax Law (Dec. 6, 2007), http://www.fdi.gov.cn/1800000121_39_1563_0_7.html (“The ‘Additional deduction for 
research and development expenses’ as prescribed in Paragraph (1) of Article 30 of the Enterprise Income Tax Law 
refers to the treatment that for research and development expenses incurred by an enterprise for the development of 
new technology, new products and new craftsmanship, not forming an intangible asset, but being charged to profit 
and loss for the current period, the enterprise is allowed to claim, on top of the actual deduction, an additional 
deduction of 50% of the research and development expenses; where an intangible asset is formed, the cost of the 
intangible assets is allowed to be amortized based on 150%.”). 
59 See Hao Decl., ¶ 5. See also Huawei 2018 Annual Report, at 110 (“Under the relevant tax regulations of the PRC, 
certain research and development expenses incurred in the three year period from 2018 to 2020 qualify for an 
additional 75% deduction for income tax purposes (2017: 50%); eligible expenses incurred in the research and 
development projects outsourced to overseas entities also qualify for the additional deduction from January 1, 2018. 
These changes resulted in a significant increase in the Group’s additional tax deduction for qualified research and 
development expenses, which in turn has reduced the amounts of the Group’s estimated future taxable profits 
against which deductible temporary differences, unused tax losses and tax credits may be utilised.”). 
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deductions.60 Table 4 below shows the average effective tax rate of public Chinese 

companies with market capitalizations greater than USD 5 billion as of December 31, 2018 

within the Technology Hardware and Equipment industry from 2009 to 2018. Overall, the 

effective tax rates for the majority of these companies are significantly below 25%, and 

Huawei stands in the middle of this peer group. This suggests that other Chinese companies 

also qualify for the various tax policies that Huawei qualifies for, often resulting in effective 

tax rates lower than China’s standard income tax rate of 25% and in effective tax rates that 

fluctuate from year to year due to variable annual tax deductions.  

Table 4: Effective Tax Rates of Huawei and Comparable Public Chinese Companies
Ranked from Lowest to Highest

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 Average

ZTE Corporation 18.8% 20.5% 14.2% -33.5% 24.0% 26.7% 14.0% 13.6% 19.0% -41.1% 7.6%

Hangzhou Hikvision Digital Technology Co., Ltd. 7.8% 8.1% 14.6% 7.6% 9.2% 10.2% 13.2% 10.9% 10.8% 8.8% 10.1%

AAC Technologies Holdings Inc. 9.9% 10.2% 9.5% 13.1% 10.5% 10.5% 9.5% 13.1% 11.1% 11.9% 10.9%

Guangzhou Shiyuan Electronic Technology Co., Ltd. - - 11.1% 12.1% 10.7% 9.8% 12.8% 14.2% 9.7% 9.0% 11.2%

Sunny Optical Technology 12.1% 15.3% 14.1% 14.5% 13.3% 11.5% 11.4% 12.4% 12.2% 11.9% 12.9%

Luxshare Precision Industry Co., Ltd. 11.8% 11.0% 13.4% 16.5% 17.2% 14.8% 13.3% 15.7% 14.2% 14.1% 14.2%

Huawei Investment and Holdings Co., Ltd. 17.5% 13.5% 6.7% 16.3% 18.0% 14.5% 12.1% 16.3% 15.4% 19.8% 15.0%

China Railway Signal & Communication Corporation Ltd. - - - 12.0% 15.9% 22.7% 16.6% 16.4% 18.1% 17.5% 17.0%

Avary Holding - - - - - 15.4% 18.1% 18.2% 15.9% 17.6% 17.0%

Foxconn Industrial Internet Co., Ltd. - - - - - - 18.5% 18.3% 19.5% 15.9% 18.1%

Unisplendour Corporation Ltd. 39.5% 22.5% 19.2% 24.0% 22.3% 22.7% 24.2% -3.4% 12.7% 8.4% 19.2%

Xiaomi Corporation - - - - - - -9.4% 47.0% 36.9% 6.7% 20.3%

Legend Holdings Corporation 41.1% 13.6% 22.7% 35.3% 23.0% 32.3% 6.6% 7.3% 33.8% 13.6% 22.9%

BOE Technology Group Company Ltd. 1.4% -1.4% 67.8% -0.2% 2.2% 17.3% 39.3% 52.1% 21.0% 61.0% 26.0%

Notes:

Source : S&P Capital IQ.

[1] Effective Tax Rate is calculated as follows: Income Tax/EBT Excl. Unusual Items.

[2] Huawei's comparable companies are, perS&P Capital IQ, public Chinese companies with market capitalization greater than $5 billion USD as of December 31, 

2018 in the Technology, Hardware, and Equipment industry in China.

[3] Data is from S&P Capital IQ which standardizes financials across companies and records restatements.  As a result, some of the numbers may differ from how 

they are reported in the original financial statements.

42. Similar parallel tax policies can be found in other countries and are not unique or exclusive to 

Huawei or firms in China. Preferential tax treatment, including lower tax rates and rebates, 

are also another set of common tools for governments to incentivize and encourage the 

development of certain industries and to foster R&D in the private sector around the world.61

Data collected by the OECD indicate that governments rely on tax incentives to promote 

business R&D and that it is common practice across countries. For example, France’s 

government tax support for business R&D consisted of 0.28% of their country’s GDP in 

2016, Korea’s government tax support for business R&D consisted of 0.14% of their 

country’s GDP in 2017, U.S.’s government R&D tax support consisted of 0.07% of the 

U.S.’s GDP in 2014, China 0.07% of their country’s GDP in 2017, and Sweden 0.01% of 

60 See id., ¶¶ 3-4.  
61 See supra, fn. 48, 53.  
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their country’s GDP in 2017.62 More specifically, for example, one of Huawei’s competitors, 

Alcatel-Lucent, disclosed that it consistently received R&D tax credits, primarily from 

France in which it was formerly headquartered in.63

43. We note, as shown in Table 4, Huawei’s average effective tax rate of 15.0% during the past 

ten years was about 10 percentage points lower than China’s statutory tax rate of 25%. This 

is also not exclusive to Huawei in China. Due to a variety of tax deductions and subsidies, it 

is common that the effective tax rates incurred by firms are substantially below the standard 

statutory tax rate. According to a 2017 study by the U.S. Congressional Budget Office 

(“CBO”) on corporate tax rates in G20 countries, it found that the effective corporate tax rate 

of these countries were all consistently lower than the top statutory corporate tax rate.64 For 

example, in 2012, in the U.S., the federal statutory tax rate for corporate profits was 35%, 

while the effective corporate tax rate for U.S. corporations was 19%, which is a 16 

percentage point difference from the federal statutory rate.65 In Korea, the top statutory tax 

rate was 24%, while its overall effective corporate tax rate was 4%, which is a 20 percentage 

point difference.66 China, too, had a significant difference of 15 percentage points between its 

statutory corporate tax rate of 25% and its overall effective corporate tax rate of 10%.67

Similarly, according to U.S. Bureau of Economic Analysis data, in the ten years prior to 

2018, in the U.S., the effective federal income tax rate was consistently below 16%, an 

approximate 19 percentage point difference from the U.S. federal statutory rate of 35%.68

This difference in statutory and effective tax rates indicates that corporations in other 

countries are also often the beneficiaries of preferential tax policies from their respective 

domicile governments at levels comparable or even more than those received by Huawei in 

China.

62 See OECD data on government support for R&D and innovation from https://www.oecd.org/sti/rd-tax-stats.htm.  
63 See, e.g., Alcatel-Lucent, 2009 Annual Report, at 181, which discloses EUR 93 million in R&D tax credits in 
2009; Alcatel-Lucent, 2010 Annual Report, at 192, which discloses EUR 93 million in R&D tax credits in 2010; 
Alcatel-Lucent, 2011 Annual Report, at 210, which discloses EUR 83 million in R&D tax credits in 2011; Alcatel-
Lucent, 2012 Annual Report, at 218, which discloses EUR 86 million in R&D tax credits in 2012; and Alcatel-
Lucent, 2013 Annual Report, at 236, which discloses EUR 79 million in R&D tax credits in 2013. 
64 See Congressional Budget Office, “International Comparisons of Corporate Income Tax Rates” (March 2017), at 
2. 
65 Id.
66 Id.
67 Id.
68 See FRED Economic Data, Federal Reserve Bank of St. Louis, https://fred.stlouisfed.org/graph/?g=aWA. 
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C. Bank loans with favorable interest rates, particularly from state-owned banks 

44. According to Huawei’s annual reports, Huawei’s debt financing historically consists of a mix 

of loans originating from Chinese and foreign institutions and markets, with a predominant 

amount from foreign institutions or market financing.69 The proportion of Huawei debt 

financing from Chinese and foreign institutions from 2010 through 2014 are summarized in 

Table 5 below. As can be seen in Table 5, as of 2014, borrowing from Chinese financial 

institutions only made up 22% of Huawei’s debt financing, while the large majority, 78%, of 

Huawei’s debt financing came from foreign institutions or foreign market financing. 

2010 2011 2012 2013 2014

Proportion of Debt Financing from Chinese Institutions 51% 31% 23% 26% 22%

Proportion of Debt Financing from Foreign Institutions 49% 69% 77% 74% 78%

Notes :

Source : Huawei Appendix to 2014 Annual Report of Huawei Investment & Holding Co., LTD., p. 18.

Table 5:

Huawei's Proportion of Debt Financing from Chinese and Foreign Sources

[1] Chinese institutions: Financial institutions established in the mainland of China according to Chinese laws and 

regulations upon approval and their branches, including banks and non-bank financial institutions.

[2] Foreign institutions: Financial institutions established outside the mainland of China upon approval by the financial 

regulator of the respective country or region and their branches, including banks and non-bank financial institutions.

45. Similarly, as of 2018, the large majority, 75%, of Huawei’s debt consisted of non-CNY-

denominated loans and corporate bonds, with 73% denominated in USD and 2% in other 

foreign-denominated currencies, such as Euro, South African Rand, Nepalese Rupee, Russian 

Ruble, and Hungarian Forint.70 The remaining 25% of Huawei’s debt consisted of CNY-

denominated loans, again indicating that Huawei’s external financing primarily consists of 

debt originating from foreign institutions and markets as opposed to loans from domestic 

banks, including state-owned banks.71

46. Moreover, the interest rates on Huawei’s various loans and bonds do not indicate more 

favorable interest rates relative to market interest rates on corporate debt. For example, Table 

69 See Huawei Investment & Holding Co., Ltd., “Appendix to 2014 Annual Report: Corporate Debt Financing,” at 
18.  
70 See Huawei 2018 Annual Report, at 116. Huawei’s total debt is CNY 69.941 billion. Huawei has CNY 52.499 
billion of non-CNY denominated debt ((51.101+1.398)/69.941 = 75%), of which CNY 51.101 billion is 
denominated in USD ((0.03+20.404+30.667)/69.941 = 73%) and CNY 1.398 billion is denominated in Euro, South 
African Rand, Nepalese Rupee, Russian Ruble and Hungarian Forint ((0.779+0.293+0.04+0.191+0.095)/69.941 = 
2%).  
71 See Huawei 2018 Annual Report, at 116. Huawei has CNY 17.442 billion in CNY-denominated debt 
((0.818+16.624)/69.941 = 25%). 
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6 shows that the average interest rate on Huawei’s USD and CNY-denominated debt, the two 

primary currency-denominated debt on a notional level, are in line and fall within the range 

of the respective market rates on USD and CNY-denominated debt in 2018.  

Table 6:

Huawei Interest Rate on Debt Compared to Market Rates on Corporate Debt in 2018

Huawei Interest Rate

Relevant Market Interest Rate 

Benchmark

Debt Denomination Min Max Average Min Max

CNY
1

4.13% 4.90% 4.52% 4.41% 5.42%

USD
2

3.25% 4.50% 3.88% 3.16% 4.22%

Notes:

Sources:

Bloomberg L.P.; 2018 Annual Report of Huawei Investment & Holding Co., LTD., p. 116.

[1] CNY Benchmark rates are from the ICE BofAML China Corporate Index, which tracks the performance of CNY 

denominated corporate debt in the Chinese domestic bond market. Minimum and maximum are calculated as the minimum and 

maximum of daily YTM rates from 2018.

[2] USD Benchmark rates are from the ICE BofAML Eurodollar Globals Index, which tracks the perfomance of USD 

denominated investment grade debt publically issued in the global market. Minimum and maximum are calculated as the 

minimum and maximum of daily YTM rates from 2018.

[3] Trade receivables financing is excluded from the Huawei interest rate analysis.

[4] Huawei's CNY minimum rate comes from the range of rates on unsecured bank loans, the maximum rate comes from the 

range on intra-group guaranteed bank loans. Huawei's USD minimum rate comes from the range on corporate bonds, the 

maximum rate comes from the range on unsecured bank loans. Huawei's CNY and USD average rates is the average of the 

minimum and maximum rates.

47. Table 7 below also shows that in the past ten years Huawei’s effective interest rate was in 

line with market interest rates, such as the World Bank’s data on lending interest rates in 

China and the average effective interest rate incurred by S&P 500 firms in the U.S. within the 

same sub-industry based on the Global Industry Classification Standard (“GICS”)72 as 

Huawei, communications equipment, and do not indicate that Huawei was the recipient of 

favorably low interest rates. In fact, with the exception of 2009, Huawei has a consistently 

higher effective interest rate than comparable firms in the S&P 500, which highlights that 

Huawei’s overall borrowings do not unfairly benefit from favorably low interest rates or put 

its competitors in a disadvantageous position.73

72 The GICS is an industry classification system developed in 1999 by MSCI and S&P for use by the global 
financial community. 
73 In addition to interest rates, a firm’s ability to access stable credit is often captured by the proportion of long-term 
debt in total borrowing. In comparing Huawei’s ratio of long-term debt to total borrowing with the S&P 500 
communication equipment peer firms in Table 7, Huawei’s ratio of long-term debt to total debt was on the low-end 
in the earlier half between 2009 to 2018 and was in the middle within this peer group in more recent years. To the 
extent that interest rates usually increases as debt duration increases, the term structure and effective interest rate on 
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Table 7: Huawei Effective Interest Rate Compared to S&P 500 Communication Equipment 

Firms Effective Interest Rate and China Lending Rate

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Huawei Effective Interest Rate 2.4% 8.0% 6.9% 8.5% 5.9% 5.9% 5.3% 5.1% 7.4% 4.4%

S&P 500 Communication Equipment 

Firms Effective Interest Rate
3.6% 4.7% 4.4% 4.0% 4.0% 3.2% 2.7% 2.9% 3.2% 4.0%

China Lending Rate 5.3% 5.8% 6.6% 6.0% 6.0% 5.6% 4.4% 4.4% 4.4% 4.4%

Notes:

[2] The S&P 500 Communication Equipment Firms Effective Interest Rate is the market capitalization-weighted average (as of December 31 of the 

year in question) of the five constituents of the S&P 500 within the communication equipment industry and include: Arista Networks, Cisco 

Systems, F5 Networks, Juniper Networks, and Motorola Solutions. Arista Networks does not have financial data prior to the firm going public on 

June 5, 2014. F5 Networks did not hold any debt during the 2009-2018 period. Juniper Networks did not hold any debt prior to March 2011.

[3] The China Lending Rate is based on data from the World Bank. Accessed at https://data.worldbank.org/indicator/FR.INR.LEND?end=2018

&locations=CN&start=2009.

Sources: S&P Capital IQ; World Bank.

[4] Data from S&P Capital IQ standardizes financials across companies and records restatements.  As a result, some of the numbers from S&P 

Capital IQ may differ from how they are reported in the original financial statements.

[1] Huawei Effective Interest Rate is calculated as the Interest Expense over Total Debt as reported on S&P Capital IQ. In 2009, because Huawei's 

2009 annual report only disclosed Net Interest Expense, it is likely that S&P Capital IQ assumed that there was no interest income in 2009 and that 

Interest Expense and Net Interest Expense were equivalent. Thus, if one were to assume that Huawei had interest income and disclosed it in 2009, 

Huawei would have a higher Interest Expense than what is recorded on S&P Capital IQ, and Huawei's Effective Interest Rate for 2009 would be 

higher than what is calculated in this table.

48. More importantly, the FCC allegations fail to recognize that in the past ten years Huawei did 

not have significant external financing needs to start with. As previously mentioned, unlike 

its competitors, Huawei’s financials indicate that the firm was capable of self-financing its 

growth, using its own cash flows generated from operations.74 For example, since Huawei’s 

weighted average return on equity and cash flows on capital are above Huawei’s 

compounded annual growth rate of 19.1% in sales from 2009 to 2018, this indicates that 

Huawei can rely principally on internal financing as opposed to external loans or debt to 

grow.75 From 2009 to 2018, the total cash flow from operations amounted to CNY 433 

billion, while total investments (which represent negative cash flows) made by Huawei was 

CNY 204 billion, indicating a cash flow surplus after investment, even without any external 

financing.76 In fact, Huawei’s net debt in 2018 was negative as it held CNY 266 billion in 

cash and cash-equivalents (liquid short-term investments), more than Huawei’s total 

borrowing of CNY 70 billion.77 In other words, Huawei is a net lender, not a net borrower. 

Huawei’s debt, relative to that of its peers, further indicates that Huawei does not benefit from unfair favorable 
borrowing terms such that it puts its competitors in a disadvantageous position. 
74 See supra, ¶ 29. 
75 See supra, ¶ 29. 
76 Per S&P Capital IQ. 
77 Per S&P Capital IQ. 
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Moreover, Huawei’s holdings of cash and cash-equivalents are multiples times the notional 

sum of all CNY-denominated Huawei debt in 2018 of CNY 17 billion, that is, Huawei’s 

reliance on financing from Chinese financial institutions is very low.78 The fact is that in the 

past ten years, Huawei has grown organically, amassing a substantial cash and cash-

equivalent position from CNY 36 billion in 2009 to CNY 266 billion in 2018.79 Given the 

cash and cash-equivalent liquid position, which is larger than the amount of debt held by 

Huawei, and Huawei’s consistently higher cash flows from operations, this suggests that 

state-owned bank loans received by Huawei would not be material to Huawei’s ability to 

meet its investment needs and its financial performance. 

49. Relatedly, Huawei’s debt borrowing represents a small source of Huawei’s capital base. As 

previously mentioned and shown in Table 1, Huawei’s weighted average gross debt-to-

capital ratio from 2009 to 2018 was approximately 21.6%. Also as shown above, there is no 

evidence to suggest that Huawei’s CNY-denominated loans are made at below market terms. 

However, even if one were to assume, hypothetically, that all of Huawei’s CNY-denominated 

debt is from state-owned banks with below market rates, the impact to Huawei’s income 

would still be minimal. Assuming, hypothetically, that all CNY-denominated debt were a full 

1% below the market rate (which was already refuted by Tables 6 and 7 above), Exhibit 4 

shows that the impact on net income would be immaterial, that is across the years the impact 

ranges from undetectable to 0.2%.  

50. Furthermore, as shown in Table 1 above, over the 10 year period from 2009 to 2018, 

Huawei’s effective interest rate on debt was 5.7%. This rate was higher than Cisco, Ericsson, 

and Nokia during this period.80 Therefore, the results from the above analyses are 

inconsistent with the FCC’s assertion that Huawei benefits from below market financing. 

Moreover, as shown in Table 7 above, the effective interest rates borne by Huawei from 2010 

to 2018 were consistently higher than those incurred by U.S. large-cap firms that comprise 

78 Huawei 2018 Annual Report, at 116. CNY 17 billion in state-owned bank loans is computed by taking the sum of 
all of the CNY-denominated debt, which includes CNY 818 million in intra-group guaranteed bank loans and CNY 
16,624 million in unsecured bank loans. 
79 Per S&P Capital IQ. 
80 Alcatel-Lucent’s weighted average effective interest rate was lower because there is no data on Alcatel-Lucent for 
2016, 2017 and 2018, when interest rates were generally lower. If one were to compute weighted averages for 
Huawei, Cisco, Ericsson, and Nokia from 2009 to 2015, these companies’ weighted average effective interest rates, 
with the exception of Nokia, would have been higher than the computed weighted average effective interest rate 
from 2009 to 2018. Thus, this indicates that interest rates were generally lower in 2016 to 2018 and that Alcatel-
Lucent’s weighted average is biased higher as a result of the lack of data for these three years. 
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the communication equipment companies in the S&P 500. Hence, this indicates that these 

U.S. firms are not subject to less favorable financing terms compared to Huawei. 

D. Government-sponsored credit for overseas customers of Huawei 

51. Government-sponsored credit for overseas customers, i.e., state-backed financing for exports, 

is a common policy made available to a country’s domestic companies by a government 

institution. Examples include the China EXIM Bank and its counterparts in other countries, 

such as the Swedish Export Credit Corporation, a government-owned agency whose business 

is “to lend money to Swedish export companies and their buyers abroad” or Finnvera, a 

specialized financing company owned by the State of Finland that “strengthens the operating 

potential and competitiveness of Finnish enterprises by offering loans, domestic guarantees, 

export credit guarantees and other services associated with the financing of exports.”81 These 

export credits are common international financing facilities, particularly for businesses in the 

field of large-scale equipment export, such as telecommunications equipment, automobiles, 

and ships.82

52. It is my understanding that the export buyer’s credit is a financing facility that provides 

support for exported goods or services by offering credit to foreign borrowers to make their 

purchase. These loans provided to foreign customers purchasing the exported good or service 

are not provided to Huawei and instead are directly provided by the export buyer’s credit 

facility via banks to foreign customers of Huawei. Interest rates and other financing 

provisions of the loan are negotiated and determined by and between the bank and customer. 

In general, it is my understanding that this type of credit through institutions such as the CDB 

or the China EXIM Bank is not a grant of credit to Huawei but instead provides financing to 

Huawei’s foreign customers.83 It is also my understanding that these export buyer’s credit 

provided by financial institutions comply with applicable laws and regulations, are in 

accordance with the policy of the respective banks, which are formulated by taking into 

account the Arrangement on Officially Supported Export Credits of the OECD, and follow 

81 See Swedish Export Credit Corporation, https://www.sek.se/en/; Finnvera, 
https://www.finnvera.fi/eng/finnvera/finnvera-in-brief/finnvera-introduction. 
82 See, e.g., Swedish Export Credit Corporation, Client cases, https://www.sek.se/en/about-us/client-cases/; 
Finnvera, Entrepreneur stories, https://www.finnvera.fi/eng/finnvera/entrepreneur-stories. 
83 See Appendix D which contains the Declaration of Chen Luonv (Feb. 1, 2020) (“Luonv Decl.”), ¶ 3. 
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international banking practices in setting terms and conditions related to the risk evaluation 

of the export buyer’s credit.84

53. Accordingly, there is no indication that these credit lines accessible to Huawei’s customers 

provide Huawei an unfair competitive advantage relative to its peers, and the FCC provides 

no evidence in support of such a claim. As can be observed in Table 1, Huawei’s weighted 

average receivables days-on-hand, defined as the ratio of total receivable to average daily 

sales, or (Total receivables)/(Sales/365), of 91.7 days is middling among its peers. 

Receivables days-on-hand measures the number of days that it takes to receive all the money 

for goods sold to its customers. Huawei’s receivables days is neither very high nor low 

compared to its peers, which suggests that the government-sponsored credit lines that 

Huawei’s customers have access to do not provide an unfair advantage, i.e., do not result in a 

shorter-duration or lower receivables, relative to Huawei’s competitors. 

VI. THE LEVEL OF SUPPORT THAT HUAWEI RECEIVES FROM THE 

GOVERNMENT DOES NOT DIFFER MATERIALLY FROM THE SUPPORT 

RECEIVED BY FOREIGN-INVESTED ENTERPRISES IN CHINA  

54. Huawei’s relationship with the Chinese government is no different than that of other private 

companies that operate in China. Like other technology companies that operate in China, 

including foreign-invested enterprises, Huawei applies for and receives support from the 

Chinese government based on the applicable government policies that Huawei is eligible for. 

Similarly, other foreign-invested enterprises operating in China are entitled to certain support 

from the Chinese government as long as the company meets the conditions required to be 

eligible for the government support in question. 

55. For example, Ford Motor Company (“Ford”) benefits from Chinese government support in 

its joint venture with Jiangling Motor Holdings Co., Ltd. (“JMH”) in Jiangling Motors 

Corporation (“JMC”). As of 2018, Ford is a controlling shareholder of JMC and holds 

approximately 32% of the aggregate issued shares of JMC.85 Through its joint venture, Ford 

receives Chinese government grants and, similar to Huawei, also benefits from a lower 

84 See id., ¶¶ 3, 5. 
85 Jiangling Motors Corporation, Ltd., 2018 Annual Report, at 4 (“Presently, JMH and Ford are the controlling 
shareholders of the Company.”), 5 (“JMC is a Sino-foreign joint venture auto company with R&D, manufacturing 
and sales operations.”), 28-30. 
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corporate tax rate since JMC qualifies as a “High and New Technology Enterprise (HNTE)” 

entitled to the lower 15% CIT rate.86 In fact, from 2012 to 2018, JMC received approximately 

CNY 3,198 million in government grants total.87 This support Ford receives through its joint 

venture from the Chinese government demonstrates that the Chinese government incentivizes 

and encourages the development of enterprises, regardless of whether they are foreign-

invested or locally-owned. 

56. Similarly, in December 2019, Tesla, Inc. (“Tesla”) announced that it had entered into an 

agreement with lenders in China for a secured term loan facility of up to CNY 9 billion and 

for an unsecured revolving loan facility of up to CNY 2.25 billion to be used in connection 

with Tesla’s new Shanghai-based factory.88 In addition, the government permits Tesla’s 

factory in China to avoid import tariffs. 89 The government further qualifies Tesla’s buyers 

for a CNY 25,000 subsidy for each electric vehicle sold, and qualifies certain locally-

manufactured Tesla models to be exempt from a 10% consumption tax.90 This support Tesla 

receives from the Chinese government again demonstrates that the Chinese government 

incentivizes and encourages the development of enterprises, regardless of whether they are 

foreign-invested or locally-owned. 

57. In another example, Whirlpool Corporation (“Whirlpool”) benefits from Chinese government 

support through its indirect majority controlling stake in Whirlpool China Co., Ltd. 

(“Whirlpool China”).91 In December 2019, Whirlpool China announced that it received in 

2019 a total of approximately CNY 31 million income-related government grants and 

subsidies from various local Chinese government entities, accounting for about 12% of 

Whirlpool China’s net profit for the company’s most recent fiscal year.92 This support 

86 See, e.g., id., at 99 (“As the Company is qualified as a high-tech enterprise and approved by the relevant tax 
authorities in 2018, the Company is entitled to a preferential CIT rate of 15% from 2018 to 2020 (2017: 15%).”).  
87 JMC received approximately CNY 3,198 million in government grants total from 2012 to 2018 with CNY 179 
million in government grants in 2012, CNY 174 million in 2013, CNY 580 million in 2014, CNY 709 million in 
2015, CNY 518 million in 2016, CNY 641 million in 2017, and CNY 398 million in 2018. Jiangling Motors 
Corporation, Ltd., 2013 Annual Report, at 68; Jiangling Motors Corporation, Ltd., 2014 Annual Report, at 66; 
Jiangling Motors Corporation, Ltd., 2015 Annual Report, at 72; Jiangling Motors Corporation, Ltd., 2016 Annual 
Report, at 78; Jiangling Motors Corporation, Ltd., 2017 Annual Report, at 82; Jiangling Motors Corporation, Ltd., 
2018 Annual Report, at 98. 
88 Tesla, Inc., Form 8-K dated December 18, 2019, filed December 26, 2019. 
89 Higgins, Tim, “Tesla Turns to China with U.S. Tax Credit Ending,” Wall Street Journal (Dec. 31, 2019).  
90 Id.
91 Whirlpool Corporation, Form 10-K for the fiscal year ended December 31, 2018, filed February 12, 2019, at 30, 
35; Whirlpool Corporation, Form 10-K for the fiscal year ended December 31, 2015, filed February 16, 2016, at 25, 
44. 
92 Whirlpool (China) Co., Ltd., “Announcement on Obtaining Government Subsidies” (Dec. 24, 2019), 
http://m.10jqka.com.cn/sn/20151029/22887883.shtml. See Appendix E for certified translation of the announcement.  



30 

Whirlpool receives through its foreign-invested enterprise, Whirlpool China, from the 

Chinese government once again demonstrates that the Chinese government incentivizes and 

encourages the development of enterprises, regardless of whether they are foreign-invested or 

locally-owned. 

VII. THE FCC HAS FAILED TO RECOGNIZE SIGNIFICANT STRUCTURAL AND 

OTHER COMPARATIVE ADVANTAGES THAT HAVE CONTRIBUTED TO 

HUAWEI’S SUCCESS  

58. In asserting that Huawei receives “favorable subsidies and other benefits bestowed by 

governments”93 which allow Huawei “to lock up as much of the market as possible… [and 

to] threaten[] to thwart the emergence of fair competition and lead to irreversible market 

dominance,”94 the FCC fails to recognize significant structural and other comparative 

advantages that have contributed to Huawei’s success and ability to provide quality services 

at affordable rates relative to its competitors, including Huawei’s devoted resource allocation 

to R&D in new technologies, culture of efficiency, ability to quickly adapt to its customers, 

and abundant supply of talented engineers.

59. Huawei’s success and ability to provide quality services at affordable rates relative to its 

competitors can be substantially attributed to its high resource allocation to R&D, 

particularly in new technologies such as 5G, and having benefitted from a large domestic 

market which was an early adopter of 5G technology. For example, according to IPlytics 

Platform, as of July 2019, Huawei is the top patent owner of 5G declarations with the largest 

portfolio of 5G declared patents.95 Moreover, according to IPlytics Platform, as of July 2019, 

Huawei is responsible for submitting the most number of technical contributions to 5G 

standards development and has the most number of approved 5G contributions, followed by 

Ericsson and Nokia.96 GlobalData, a data-driven market research firm, also concluded that 

Huawei’s 5G portfolio of RAN products was the leader among 5G RAN vendors in 2019.97

93 FCC Rule, ¶ 8. 
94 Barr Letter, at 2; FCC Rule, ¶ 26. 
95 Pohlmann, Tim, “Who is leading the 5G patent race? July 2019 update – part one,” IAM Magazine (July 24, 
2019). 
96 Pohlmann, Tim, “Who is leading the 5G patent race? July 2019 update – part two,” IAM Magazine (July 31, 
2019). 
97 “GlobalData Releases 2019 5G Competitive Landscape Assessment: Huawei Remains 5G RAN 5G Leader,” 
Mobile World Live (Jan. 7, 2020).  
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In comparison to its peers, Huawei historically has had the largest R&D spending. Table 8 

below shows that from 2009 to 2018 Huawei has spent USD 73.7 billion on R&D, followed 

by Cisco with USD 58.9 billion and Nokia with USD 48.2 billion. In 2018, as shown in Table 

8, Huawei’s R&D spending reached USD 14.8 billion, accounting for 14.1% of the 

company’s total revenue. According to the 2018 EU Industrial R&D Investment Scoreboard, 

Huawei is the fifth largest R&D spender worldwide, above Cisco, Nokia, and Ericsson, 

which ranked 25th, 27th, and 43rd, respectively.98 In addition, in 2018, more than 80,000 

employees worked in Huawei’s R&D Departments, comprising over 45% of Huawei’s 

workforce.99 Concurrently, as industry analysts have observed, Huawei benefitted from 

having access to a large domestic market which was a willing early adopter of 5G 

technology.100, 101 Such heavy R&D investment, particularly in developments in 5G 

technology, and, in turn, a large domestic market that was an early adopter of this technology 

likely is a key factor behind Huawei's success. 

98 European Commission, “EU R&D Scoreboard: The 2018 EU Industrial R&D Investment Scoreboard” (2018), at 
56. 
99 Huawei 2018 Annual Report, at 44. 
100 China is considered by industry analysts to be a large market for mobile phones and mobile networks and a 
willing early adopter of 5G technology. See “The Mobile Economy China 2019,” GSMA (March 20, 2019), at 5 
(“With close to 1.2 billion subscribers, China is the largest mobile market globally. Particularly impressive is the 
rate of growth in mobile internet penetration, which reached 58% at year-end 2018, having trebled over the course 
of a decade.”), 11 (“Along with Japan, South Korea, the US and certain Gulf states, China will be a frontrunner in 
terms of commercialising mobile 5G and will lead coverage rollout…. GSMA Intelligence forecasts that China will 
account for by far the largest number of 5G connections in 2025, greater than North America and Europe combined. 
We expect China to reach 460 million 5G connections by the end of 2025, accounting for 28% of total connections 
in the country.”). See also “GSMA Intelligence: US and European Consumers Cautious on Move to 5G Devices, 
China and Korea Set to Lead Early Adoption,” GSMA (Jan. 7, 2020) (“Based on the results of GSMA Intelligence’s 
2019 Consumer Survey, the report found that smartphone ownership among adults in most high- and middle-income 
countries is at 85-95 per cent. However, only 30-40 per cent of survey respondents in significant markets such as the 
US, Europe and Australia said the arrival of 5G is likely to result in a smartphone upgrade in the short term. By 
contrast, markets such as China and South Korea will be early adopters; nearly 50 per cent of Chinese consumers 
say they will buy a 5G phone as soon as they are available.”). 
101 See, e.g., Barclays, “European Telecoms and Technology Hardware 5G – A new dawn” (Sept. 9, 2016), at 58 
(“Huawei and ZTE seem to have more real-world experience than the Western vendors given that China Mobile was 
early to adopt this architecture in certain areas”), 59 (“Huawei: has also been leading in Centralized-RAN 
development, with its close relationship with the Chinese operators likely helping matters.”). See also Strategy 
Analytics, “Comparison and 2023 5G Global Market Potential for leading 5G RAN Vendors – Ericsson, Huawei 
and Nokia” (April 2019), at 9 (“In 2023 China and the US 5G markets will dominate the global numbers, as together 
they account for 60% of 5G subscribers worldwide. Huawei is projected to have a healthy lead in the global 5G 
market outside the US, leveraged by large early volume in China.”). 
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Table 8: Revenue and R&D Spending Comaprison between Huawei and Competitiors

USD Billions 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 Total

Revenue

Huawei 21.8 27.7 32.4 35.3 39.5 46.4 60.8 75.0 92.7 104.8 536.5

Alcatel-Lucent
3

21.3 21.0 19.9 18.2 19.0 15.9 15.5 - - - 130.7

Cisco
4

36.1 40.0 43.2 46.1 48.6 47.1 49.2 49.2 48.0 49.3 456.9

Ericsson 28.9 30.3 33.0 35.0 35.3 29.2 29.2 24.2 25.1 23.8 294.0

Nokia 58.7 56.8 20.7 20.3 16.2 14.2 13.6 24.9 27.8 25.9 279.1

R&D Expenses

Huawei 2.0 2.7 3.8 4.8 5.2 6.6 9.2 11.0 13.8 14.8 73.7

Alcatel-Lucent 3.5 3.5 3.2 3.1 3.1 2.7 2.6 - - - 21.7

Cisco 5.2 5.3 5.8 5.5 5.9 6.3 6.2 6.3 6.1 6.3 58.9

Ericsson 3.8 4.5 4.7 4.9 4.9 4.6 3.9 3.2 4.3 4.2 42.9

Nokia 8.4 7.8 4.3 4.1 2.7 2.3 2.3 5.2 5.8 5.3 48.2

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Weighted 

Average
5

R&D Intensity

Huawei 8.9% 9.7% 11.6% 13.5% 13.2% 14.2% 15.1% 14.6% 14.9% 14.1% 13.7%

Alcatel-Lucent 16.6% 16.6% 16.1% 16.9% 16.4% 16.8% 16.7% 14.6%

Cisco 14.4% 13.2% 13.5% 11.9% 12.2% 13.4% 12.6% 12.8% 12.6% 12.8% 12.9%

Ericsson 13.1% 14.7% 14.1% 14.0% 13.8% 15.8% 13.3% 13.1% 17.3% 17.7% 14.7%

Nokia 14.3% 13.8% 20.9% 20.0% 16.7% 16.2% 16.6% 20.9% 21.0% 20.4% 17.5%

Notes:

[1] All currencies are converted to USD.

[2] The corresponding end of year spot exhange rates from Bloomberg are used to convert CNY, EUR, and SEK to USD for each year.

[4] Cisco's annual financial year begins in the prior mid-year in July and ends the following year in July.

Source : S&P Capital IQ; Bloomberg, L.P.

[5] Weighted average is computed as the sum of each year's weight multiplied by the year's R&D Intensity ratio. The weight of each 

year is computed as the Revenue each year divided by the sum of Revenue over the analysis period (2009 - 2018). 

[6] Data is from S&P Capital IQ which standardizes financials across companies and records restatements.  As a result, some of the 

numbers may differ from how they are reported in the original financial statements.

[3] Alcatel-Lucent was acquired by Nokia in 2016. The last annual financial report for Alcatel-Lucent is disclosed in a SEC Form 20-F 

for the fiscal year 2015 filed on April 28, 2016.

60. Huawei’s success and ability to provide quality services at affordable rates relative to its 

competitors over the years can also be attributed to a strong culture of efficiency. As seen in 

Table 1 above, for example, Huawei from 2009 to 2018 had the highest sales growth of 

19.1% and the highest asset turnover ratio (a ratio of annual sales to total assets) of 1.1 

relative to its peers. A Harvard Business Review management article noted and articulated 

this quality.102 In this article, authors David De Cremer and Tian Tao observed the following 

factors as keys to Huawei’s success: a customer-first attitude, strong employee dedication, 

long-term planning and thinking, and gradual decision-making.103 Notably, they highlight 

102 De Cremer, David and Tian Tao, “Huawei’s Culture Is the key to its Success,” Harvard Business Review (June 
11, 2015). 
103 Id.
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that Huawei has an “incentive performance system” through an employee shareholding 

system such that Huawei is fully owned by its employees to incentivize employees to “share 

both responsibilities and benefits” across the company.104 Employee-owned companies have 

been shown to have a likely positive effect on firm productivity and efficiency.105

61. In addition, Huawei’s success can be attributed to its ability to rapidly respond and adapt to 

customer needs, both in China and in foreign markets. For example, in 1999, China Mobile, a 

Chinese mobile services company, looked to launch a prepaid mobile phone service. Huawei 

was able to build a custom product for China Mobile that worked with its existing legacy 

systems instead of requiring China Mobile to upgrade its entire system to launch the prepaid 

mobile phone service.106 Likewise, Huawei consistently offers customer-centric solutions to 

its foreign customers too, particularly those in emerging markets or those in need of low-cost 

solutions that work within significant operating or equipment constraints.107 Industry analysts 

have also noted this and attributed Huawei’s experience adapting to its customer needs as a 

reason for Huawei’s growing market share.108

62. Lastly, given that Huawei is domiciled in China, Huawei benefits from an abundant supply of 

skilled laborers and engineers compared to its competitors. In fact, in 2016, according to a 

104 Id.. 
105 See, e.g., Logue, John, et al., “Participation: Can Workers Run the Firm?” In The Real World of Employee 
Ownership, 72-109, Ithaca; London: Cornell University Press (2001), at 101 (“In the final analysis, the brief answer 
to the question ‘Will the firm that embraces [employee stock ownership plans and employee] participation enjoy 
economic benefits?’ is ‘Very likely, yes.’ A participatory stance enhances the likelihood of a favorable economic 
outcome.”); Jones, Derek C., and Takao Kato, “The Productivity Effects of Employee Stock-Ownership Plans and 
Bonuses: Evidence from Japanese Panel Data,” The American Economic Review, vol. 85, no. 3 (1995): 391-414, at 
392 (“We find consistently for all specifications that the introduction of an ESOP boosts productivity by 4-5 percent. 
Further, it takes 3-4 years for the productivity payoff.”). 
106 Ahrens, Nathaniel, “China’s Competitiveness Myth, Reality, and Lessons for the United States and Japan Case 
Study: Huawei,” Center for Strategic & International Studies (Feb. 2013), at 22. 
107 See, e.g., id., at 22-23 (“Huawei’s ability to offer cost innovation is also key. Like the China Mobile example 
mentioned above, Huawei’s European breakthrough came when it was able to offer a system that did not require a 
whole system upgrade but instead worked with existing protocols and offered upgrades via software instead of 
equipment…. Huawei’s products like SingleRAN can work with most major protocols all out of one box, creating 
major cost savings for its customers.  Physical space for these ‘boxes’ is increasingly limited and expensive for 
operators, so the space savings can be a real benefit.”). See also Waldman, Peter, et al., “Another Reason U.S. Fears 
Huawei: Its Gear Works and It’s Cheap,” Bloomberg (Jan. 24, 2019), detailing how Eastern Oregon Telecom, a 
small rural telecom operator in Hermiston, Oregon, and two dozen other U.S. telecom companies have purchased 
Huawei equipment due to Huawei’s high quality and affordable prices. 
108 See, e.g., Barclays, “European Telecoms and Technology Hardware 5G – A new dawn” (Sept. 9, 2016), at 58 
(“We think such disruption creates opportunity for both share shift and price pressure…. which we view most 
cautiously for industry leader and incumbent Ericsson. Nokia has also taken a more conservative approach in terms 
of marketing its C-RAN solutions, although this stance may change post acquisition of Alcatel-Lucent, given the 
latter’s stronger position in SDN/NFV. Huawei and ZTE seem to have more real-world experience than the Western 
vendors given that China Mobile was early to adopt this architecture in certain areas.”). 
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human capital study by the World Economic Forum, China had the most number of Science, 

Technology, Engineering and Mathematics (“STEM”) graduates in the world, with 4.67 

million recent graduates, followed by India with 2.58 million graduates and by the U.S. with 

568 thousand graduates.109 In having access to a larger supply of skilled engineers, Huawei 

can utilize this advantage to continue to strengthen its culture of efficiency and be highly 

competitive. In fact, China’s large and increasingly sophisticated talent pool at relatively low 

cost is a common reason for multinationals to expand their R&D outfits in China.110

Respectfully submitted,  

__________________________________________ 

Wei Jiang, Ph.D. 

__________________________________________ 

Date 

109 World Economic Forum, “The Human Capital Report 2016” (2016), at 21. 
110 See Chen, Kathy, and Jason Dean, “Low Costs, Plentiful Talent Make China a Global Magnet for R&D,” Wall 
Street Journal (March 13, 2006). See also Marro, Nick, “Foreign Company R&D: In China, For China,” China 
Business Review (June 1, 2015).  



Exhibit 1A: General Allegations

FCC Rule, ¶ 8: “low costs [that] are likely due to favorable 
subsidies and other benefits bestowed by governments that are in 

an adversarial position to the United States.”

Exhibit 1B:
2012 HPSCI Report alleges that Huawei is a “national champion” 

and receives generous government support.

Exhibit 1C:
TIA Reply alleges that Huawei receives support in the forms of 
credit lines, export credits, grants, subsidies, and preferential tax 

treatment.

Exhibit 1D:
RWR Advisory Group alleges that Huawei receives $9.8 billion 
in funding, $470 million credit line from Chinese government 

banks.



Exhibit 1B: HPSCI Report Allegations

2012 HPSCI Report alleges 
that Huawei is a “national 
champion” and receives 

generous government support.

Source: Medeiros, Evan, et al., 
A New Direction for China’s 

Defense Industry, Rand 
Corporation (2005), at 217-19.

Source: Lee, John, “The Other 
Side of Huawei,” Business 

Spectator (March 30, 2012).

Source: U.S.-China Economic 
and Security Review 

Commission, 2011 Report to 
Congress, Washington, D.C. 

(Nov. 2011), at 47, 95.

State support has enabled 
innovation.

Source: McNally, Christopher, 
“Briefing to the U.S. – China 

Economic and Security Review 
Commission,” East-West 

Center, Honolulu, HI (May 17, 
2011).1

Some Chinese companies 
(including Huawei) are subject 

to state influence.
Source: “Capitalism Confined,” 
The Economist (Sept. 3, 2011).

Source: “Huawei: The 
Company that Spooked the 

World,” The Economist (Aug. 
4, 2012).

Huawei undercuts competitor 
pricing.

Source: Chang, Christine, et. 
al., “Huawei Technologies: A 

Chinese Trail Blazer in Africa,” 
Knowledge@Wharton (April 

20, 2009).

Huawei customers have access 
to $30 billion in export 

financing.
Source: Huawei Presentation to 

the HPSCI (Feb. 23, 2012).

Huawei has access to $100 
billion in credit lines.

Source: Huawei Presentation to 
the HPSCI (Feb. 23, 2012).

Note: 
[1] A public version of the presentation at the East-West Center by Dr. McNally was not available. I have reviewed a copy of a presentation that Dr. McNally provided, which he states is similar to 
the one he gave to the East-West Center in 2011. McNally, Christopher, “Sino-Capitalism China’s Rise and the International Order,” Washington, D.C. (April 2011).



Exhibit 1C: TIA Reply Comments Allegations

TIA Reply alleges that 
Huawei receives support 

in the forms of credit 
lines, export credits, 
grants, subsidies, and 

preferential tax 
treatment.

Source: McCarthy, 
Michael, “Background 
Material for US-China 
Economic and Security 
Review Commission” 

(June 6, 2012).

Huawei is afforded above 
market pricing in their protective 

home market so that they can 
sell below market overseas.

Huawei has been designated as a 
national champion.

Source: USCC Research 
Staff, The National 

Security Implications of 
Investments and Products 
from the People’s Republic 

of China in the 
Telecommunications 
Sector, U.S.-China 

Economic and Security 
Review Commission Staff 
Report (Jan. 2011), at 11, 

13-18.1

Huawei retains a 
national champion 
hybrid structure.

Source: Dyer, Geoff and 
McGregor, Richard, 
“China’s Champions: 

Why State Ownership Is 
No Longer a Dead 

Hand,” Financial Times
(March 16, 2008).

Huawei prices 
unsustainably low and 

receives assistance.

Source: “The Huawei 
Way,” Newsweek (Jan. 

15, 2006).

Huawei has an unfair 
pricing advantage.

SourceDalton, Matthew, 
“Europe Raises Cry 

Over China Tech 
Exports,” Wall Street 

Journal (Oct. 5, 2010).

Source: “China’s 
Economy: Perverse 

Advantage,” The 
Economist (April 27, 

2013).

Source: Haley, George and 
Haley, Usha, Subsidies to 
Chinese Industry, Oxford 
University Press (2013).

Huawei receives billions 
in credit lines and 

assistance from the CDB

Source: Hochberg, Fred, “How 
the U.S. Can Lead the World in 
Exports: Retooling Our Export 
Finance Strategy for the 21st 

Century,” Remarks at the Center 
for American Progress, 

Washington, D.C. (June 13, 
2011).

Source: Forsythe, Michael and 
Sanderson, Henry, Debt, Oil and 

Influence – How China 
Development Bank is Rewriting 
the Rules of Finance: China’s 

Superbank, John Wiley & Sons 
(2013), at 158, 162.

Source: Export-Import Bank of 
the United States, 

“Competitiveness Reports –
China Information” (June 30, 

2016).

Source: Dalton, Matthew, “EU 
Finds China Gave Aid to 

Huawei, ZTE,” Wall Street 
Journal (Feb. 3, 2011).

Note: 
[1] Other than the claim about Huawei being designated as a “national champion,” this source is cited twice in support of unrelated claims in the “Background Material for US-China Economic and Security Review Commission.”



Exhibit 1D: RWR Report Allegations

RWR Advisory Group alleges that Huawei 
receives $9.8 billion in funding, $470 

million credit line from Chinese 
government banks.

Huawei buyers received $471 
million in support in 1998.

Source: Lin, Li-Wen & Milhaupt, Curtis 
“We Are the (National) Champions: 

Understanding the Mechanisms of State 
Capitalism in China,” 65 Stanford Law 

Review, 697 (2013).1

RWR identified $9.8 billion in 
funding from CDB and the China 

EXIM Bank.
Source: IntelTrak, RWR's proprietary 

database.

Note: 
[1] A potential alternative cite that the RWR study could have intended to cite to Gilley, Bruce, “Huawei's Fixed Line to Beijing,” Far 
Eastern Economic Review (Dec. 28, 2000).



Exhibit 2: Examples of Government Grants to Huawei’s Competitors
Granting Authority Year Program Name Amount Amount (USD)1 Description Source

Alcatel-Lucent

2015 - 2017 mmMAGIC 598,500€          650,091$             
Grant program brings together a consortium of infastructure vendors, 
including Huawei who received EUR 768,000 ($834,201.60), to develop new 
concepts for mobile radio access technology.

CORDIS Database

2015 - 2017 Flex5Gware 988,156€          1,073,335$          Grant program focused on hardware platfoms and associated software 
platforms for network elements and devices. CORDIS Database

2012 - 2015 METIS 1,048,405€       1,383,161$          
Grant program to lay the foundation for future global mobile and wireless 
communication system, the consortium includes Huawei, who received EUR 
843,375 ($1,112,664.64) among other global companies.

CORDIS Database

2010 - 2013 UniverSelf 769,153€          1,029,434$          Grant program to consolidate autonomic methods of the future Internet for 
business-driven, service and network management. CORDIS Database

2010 - 2012 STRONGEST 1,096,120€       1,467,047$          Grant program focused on bringing down overall cost of network solutions in 
the EU. CORDIS Database

Flemish Government 2013 MAGHIS 2,012,605€       2,765,923$          Grant program aimed at magnifying access node technologies for greater 
offering of high speeds.

 Flemish Government 
Database (VLAIO)  

2012 ECOSELLS 1,332,000€       1,757,308$          
Grant program focused on solutions enabling both capacity and quality 
increase with less energy demand by developing disruptive algorithmic 
solutions.

Systematic Paris-Region

2010 100GRIA 1,600,000€       2,141,440$          
Grant program focused on design, assemble and test a prototype of the new 
generation of 100Gb/s terminals and to redefine rules of conception and 
exploitation for 100Gb/s optical networks.

Systematic Paris-Region

Ericsson

2015 - 2018 5GEx 821,972€          892,826$             
Grant program designed to enable cross-domain orchestration of services 
over multiple administrations. The consortium includes Huawei, who 
received EUR 563,192.88 ($611,740.11).

CORDIS Database

2015 - 2017 5G-Crosshaul 821,113€          891,893$             Grant program aimed at developing a 5G integrated backhaul and fronthaul 
transport newtork. CORDIS Database

2014 - 2016 VIRGO 934,062€          1,130,028$          Grant program to establish a European virtual registry of infastructure on the 
cloud. CORDIS Database

2010 - 2012 EARTH 1,145,682€       1,533,381$          Grant program designed to enhance the energy efficiency of mobile 
broadband systems and thereby reduce CO2 emissions. CORDIS Database

European Union, Italian 
Government 2010 - 2014 EVO-SMART 3,358,827€       4,495,454$          

Grant program from the EU and the Italian Government towards progressive 
integration of ICT technologies in public and social structures  and promoting 
“Smart City" scenarios.

 Italian Cohesion Policy 
Initiatives Database 
(OpenCoesione) 

European Union

French Government

European Union



Granting Authority Year Program Name Amount Amount (USD)1 Description Source

Ericsson (cont.)

European Union, Italian 
Government 2009 - 2011 SATO 1,326,136€       1,899,159$          Grant program from the EU and the Italian Government to provide a solution 

for access and optical package transport on photonic devices.

 Italian Cohesion Policy 
Initiatives Database 
(OpenCoesione) 

2015 - 2017 Coordinated Industrial 
Communication 324,980€          352,993$             Grant program to establish low latency and reliable industrial 

communication.
 German Funding Database 
(Förder Katalog)  

2009 - 2011 CoCarX 481,576€          689,665$             Grant program for the investigation of mobile radio technologies for 
cooperative vehicle applications.

 German Funding Database 
(Förder Katalog)  

Nokia

2017 ONE5G 1,453,062€       1,744,401$          
Grant program aimed at developing optimizations and advancements for the 
network edge of 5G radio. The consortium includes Huawei, who received 
EUR 632,500 ($759,316.25).

 European Commission 
Financial Transparency System 

2013 - 2014 Development of Mobile 
Broadband (MBB) 1,300,000€       1,786,590$          Grant program designed to develop LTE and Radio Platform product lines 

for the Mobile Broadband (MBB) business.

 Structural Funds Information 
Service of Finland (EURA 
2007) 

2012 - 2016 Optique 790,010€          1,042,260$          Grant program designed to provide scalable end-user access to Big Data for 
data analysis and value creation. CORDIS Database

2012 - 2015 APPS4AME 383,000€          505,292$             Grant program aimed at developing Engineering Apps (eApps) for ICT-based 
support of Manufacturing Engineering activites. CORDIS Database

2010 - 2013 SAIL 613,898€          821,641$             
Grant program aimed at the research and development of new networking 
technologies, and building prototypes for the Network of the Future. The 
consortium includes Ericsson, who received EUR 1,911,938 ($2,558,937.82).

CORDIS Database

2009 - 2012 CESAR 467,092€          668,922$             Grant program aimed at developing cost-efficient methods and processes for 
safety relevant embedded systems. CORDIS Database

French Government 2013 SIGMONA 1,504,000€       2,066,947$          Grant program designed to apply the latest networking and computing 
technologies and architectures onto the LTE / EPC mobile network. Systematic Paris-Region

[1] Grant amounts are converted to USD using the year end spot rate from Bloomberg. For multi-year programs, the first year end spot rate of the program is used for the exchange rate.
Sources: 
CORDIS Database, Systematic Paris-Region, Italian Cohesion Policy Initatives Databse (OpenCoesione), German Funding Database (Förder Katalog), European Commission Financial Transparency System, Structural 
Funds Information Service of Finland (EURA 2007), Flemish Government Database (VLAIO).

Note:

German Government

European Union



Exhibit 3: Huawei Income Statement without Grants
CNY Million 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Revenue [A] 149,059 182,548 203,929 220,198 239,025 288,197 395,009 521,574 603,621 721,202
Cost of Sales [B] (90,090) (102,195) (127,481) (132,512) (141,005) (160,746) (230,312) (311,445) (365,479) (443,031)

Gross Profit [C] = [A] + [B] 58,969 80,353 76,448 87,686 98,020 127,451 164,697 210,129 238,142 278,171

Research and Development Expenses [D] (13,340) (17,653) (23,696) (29,747) (31,563) (40,845) (59,607) (76,391) (89,690) (101,509)

Selling and Administrative Expenses [E] (24,169) (31,439) (33,770) (38,667) (38,052) (47,468) (62,281) (86,442) (92,681) (105,199)

Other Income, net [F] (408) (585) (400) 1,386 723 (4,933) 2,977 219 613 1,824

Less Grants
1,2 [G] 273 593 1,170 750 465 1,033 2,076 1,295 1,178 1,545

Other Income, net (Less Grants) [H] = [F] - [G] (681) (1,178) (1,570) 636 258 (5,966) 901 (1,076) (565) 279

Operating Profit (Less Grants) [I] = [C] + [D] + [E] + [H] 20,779 30,083 17,412 19,908 28,663 33,172 43,710 46,220 55,206 71,742

Percent Change in Revenue (Less Grants) [J] = - [G] / [A] -0.2% -0.3% -0.6% -0.3% -0.2% -0.4% -0.5% -0.2% -0.2% -0.2%

Operating Profit (Reported) [K] 21,052 30,676 18,582 20,658 29,128 34,205 45,786 47,515 56,384 73,287

Percent Change in Operating Profit [L] = [K] / [I] - 1 -1.3% -1.9% -6.3% -3.6% -1.6% -3.0% -4.5% -2.7% -2.1% -2.1%

Notes:

Sources:
S&P Capital IQ; 2009 - 2010 Annual Reports of Huawei Technologies Co., LTD.; 2011 - 2018 Annual Reports of Huawei Investment & Holding Co., LTD.

[1] Grants is reflective of amounts listed in Huawei’s financial statements under “other income, net.” Per the annual reports, “Grants that are unconditional and compensate the Group for expenses incurred are 

recognised directly in profit or loss as other income when the grants become receivable. Grants that compensate the Group for expenses incurred which are conditional are initially recognised as deferred income in the 

statement of financial position at fair value, and are then recognised in profit or loss as other income when government acceptance documents are obtained, indicating that the conditions associated with the grants are 

fully satisfied. Grants that compensate the Group for the cost of an asset are recognised as deferred income and consequently are effectively recognised in profit or loss on a systematic basis over the useful life of the 

asset.”
[2] The grant amounts come from the 2009 - 2010 Annual Reports of Huawei Technologies Co., LTD. and the 2011 - 2018 Annual Reports of Huawei Investment & Holding Co., LTD. All other data is from S&P 

Capital IQ which standardizes financials across companies and records restatements.  As a result, some of the numbers may differ from how they are reported in the original financial statements.



Exhibit 4: Huawei Income Statement with Increased Interest Expense
CNY Million 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Gross Profit [A] 58,969 80,353 76,448 87,686 98,020 127,451 164,697 210,129 238,142 278,171

Operating Profit1
[B] 21,052 30,676 18,582 20,658 29,128 34,205 45,786 47,515 56,384 73,287

Finance Income and Expenses [C] 1,255 (2,118) (5,897) (2,039) (3,942) (1,455) (3,715) (3,737) (573) 253

Sum of CNY-Denominated Debt2 [D] 2,265 1,380 2,202 3,838 3,212 5,520 3,992 3,417 8,130 17,442
Increase in Interest Expense [E] = -[D] * 1% (23) (14) (22) (38) (32) (55) (40) (34) (81) (174)

Finance Income and Expenses (Plus

      Increased Interest Expense)
[F] = [C] + [E] 1,232 (2,132) (5,919) (2,077) (3,974) (1,510) (3,755) (3,771) (654) 79

Share of Associates’ and Joint Ventures’ 

Results3, 4 [G] (163) (10) (228) (237) (24) - - - - -

Earnings Before Taxes (Plus Increased

     Interest Expense)
[H]  = [B] + [F] + [G] 22,121 28,534 12,435 18,344 25,130 32,695 42,031 43,744 55,730 73,366

Effective Tax Rate 5 [I] 17.5% 13.4% 6.5% 15.0% 16.5% 15.8% 12.1% 16.0% 15.5% 19.4%
Income Tax (Plus Increased Interest

     Expense)
[J] = [H] * [I] (3,866) (3,830) (809) (2,752) (4,154) (5,178) (5,072) (7,001) (8,660) (14,267)

Share of Associates’ and Joint Ventures’ 

Results (Post Tax)4 [K] - - - - - 303 (84) 280 317 106

Minority Interest (After Tax) [L] (21) (2) 89 (15) (84) (15) (2) 14 (4) (118)

Net Income (Plus Increased Interest

     Expense)
[M] = [H] + [J] + [K] + [L] 18,234 24,702 11,715 15,576 20,892 27,805 36,873 37,037 47,382 59,086

Net Income (Reported)6 [N] 18,253 24,714 11,736 15,609 20,919 27,851 36,908 37,066 47,451 59,227

Percent Change in Net Income [O] = [M] / [N] -1 -0.1% 0.0% -0.2% -0.2% -0.1% -0.2% -0.1% -0.1% -0.1% -0.2%

Notes:
[1] Operating Profit is calculated as Gross Profit - Research and Development Expenses - Selling and Administrative Expenses + Other Income, net.

[3] Share of Associates’ and Joint Ventures’ Results is the sum of Share of Associates’ Results, Share of Joint Ventures’ Results and Share of Losses of Associates and Jointly Controlled Entities.

[5] Effective Rate is calculated as Income Tax (Reported) / Profit Before Taxation (Reported) - Share of Associates’ and Joint Ventures’ Results (post tax).

Sources:
S&P Capital IQ; 2009 - 2010 Annual Reports of Huawei Technologies Co., LTD.; 2011 - 2018 Annual Reports of Huawei Investment & Holding Co., LTD.

[2] CNY-denominated debt is calculated as the sum of CNY denominated debt from the 2009 - 2010 Annual Reports of Huawei Technologies Co., LTD. “Borrowings” note, and from the 2011 - 2018 Annual Reports of Huawei 

Investment & Holding Co., LTD. “Terms and Debt Repayment Schedules.” All other data is from S&P Capital IQ which standardizes financials across companies and records restatements.  As a result, some of the numbers may differ 

from how they are reported in the original financial statements.

[4] According to Capital IQ, prior to 2014, Share of Associates’ Results, Share of Joint Ventures’ Results, and Share of Losses of Associates and Jointly Controlled Entities were pre-tax line items. As such, these line items are 

incorporated into Earnings Before Taxes. From 2014 onwards, according to Capital IQ, Share of Associates’ Results, Share of Joint Ventures’ Results, and Share of Losses of Associates and Jointly Controlled Entities were considered 

post-tax line items. As such, from 2014 onwards these line items are incorporated after Earnings Before Taxes. Prior to 2014, Earnings Before Taxes is calculated as Operating Profit + Finance Income and Expenses + Share of Associates’ 

Results + Share of Joint Ventures’ Results + Share of Losses of Associates and Jointly Controlled Entities. From 2014 onwards, Earnings Before Taxes is calculated as Operating Profit + Finance Income and Expenses. 

[6] Net Income (Reported) is Net Income to equity holders of the Company and is calculated, according to Capital IQ, as reported “Profit after Tax” less “Non-controlling Interests,” which is listed as “Minority Interest (After Tax).”
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Updated in January 2020 

Wei Jiang 

Columbia Business School, Uris Hall 803 

New York, NY 10027  

Tel:  (212) 854 9002 

E-mail:  wj2006@columbia.edu 

CURRENT EMPLOYMENT & APPOINTMENTS 

Columbia Business School 

Arthur F. Burns Professor of Free and Competitive Enterprise, July 2013 – present. 

Other

Research Associate, NBER (Law and Economics), May 2016 – present. 

Senior Fellow, Harvard Law School Corporate Governance Program, July 2014 – present.  

Member, the Committee on Capital Markets Regulation, January 2017 – present. 

Member of Advisory Board, Managed Funds Association, January 2018 – present. 

      Member of Advisory Board, Active Management Research Alliance, July 2018 – present 

PAST EMPLOYMENT AND WORK EXPERIENCE 

Columbia Business School 

Vice Dean (for Curriculum and Instruction), July 2016 – August 2019. 

Director, Jerome A. Chazen Institute for Global Business, July 2014 – June 2016. 

Chair, Finance Sub-Division, July 2011 – June 2014. 

Professor of Finance and Economics, July 2011 – June 2013. 

Associate Professor of Finance and Economics, with tenure, July 2009 – June 2011. 

Academic Director, Master in Financial Economics Program, July 2010 – June 2011.   

Sidney Taurel Associate Professor of Finance and Economics, July 2006 – June 2009. 

Associate Professor of Finance and Economics, July 2005 – June 2006. 

Assistant Professor of Finance and Economics, July 2001 – June 2005.   

Editorial and Other Professional Services 

Director of the American Finance Association, January 2017 – January 2020. 

Editor, Review of Financial Studies, January 2017 – December 2020. 

Associate Editor, Journal of Finance, December 2010 – July 2016. 

Finance Area Editor, Management Science, January 2012 – June 2014. 

Associate Editor, Management Science, December 2009 – December 2011. 

Associate Editor, Review of Financial Studies, July 2012 – June 2015. 

Columbia Law School 

Scholar in Residence, September 2009 – June 2010, September – December 2014. 

Senior Fellow, Center for Law and Economics Studies, September 2009-June 2010. 

The Wharton School of the University of Pennsylvania 

Visiting Associate Professor of Finance, July 2006-June 2007. 

mxie
Text Box
Appendix A
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University of Chicago  

Department of Economics 

Lecturer, September 1998-June 2000.   

Financial Mathematics Master Program, Department of Mathematics  

Lecturer, March 2000-June 2001.   

Prudential Securities (New York Office) 

Consultant, international division, October 1997-June 1998. 

Prudential Securities (Shanghai Office) 

Analyst & Associate, December 1994-August 1996. 

Fudan University, School of Economics 

Lecturer, September 1992-December 1994.   

EDUCATION 

University of Chicago 

Ph.D. in Economics, June 2001. 

M.A. in Economics, July 1997. 

Prelims:  Financial Economics, Econometrics, July 1998. 

Fudan University, China 

M.A. in International Economics, July 1992. 

B.A. in Economics, July 1989. 

Fast-Track College Preparatory Program for Talented Students (replacing high-school), 

February – July 1985. 

FELLOWSHIP, GRANTS, AND AWARDS 

Research Awards 

Jensen Prize for Corporate Finance and Organizations, Journal of Financial Economics best 

paper contest, First Prize, 2018, “How does hedge fund activism reshape corporate 

innovation.”   

Fellow, Financial Management Association, elected in 2018.  (Established in 2000, the FMA 

Fellows Program recognizes individuals who have made significant contributions to the 

profession such as distinguished scholarship.) 

The Best Paper Award of Review of Corporate Finance Studies, 2018. “Have instrumental 

variables brought us closer to truth?” 

The Michael J. Brennan Best Paper Award, Review of Financial Studies, 2015, “The real effects 

of hedge fund activism.” 

One of the “Top 10 Corporate and Securities Articles of 2015” (out of all articles indexed in legal 

journals during 2015) by Thomson Reuters Corporate Practice Commentator, “The Long-

term Effects of Hedge Fund Activism.”

The Best Paper Award from John L. Weinberg Center for Corporate Governance at the 

University of Delaware, 2016. “How Does Hedge Fund Reshape Corporate Innovation.” 
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Outstanding Paper Award in Financial Institutions, Midwest Finance Association, 2016, “Mutual 

Fund Holdings of Credit Default Swaps:  Liquidity Management and Risk Taking.” 

One of the two Best Paper Prizes in the 2015 FMA Consortium on Activist Investors, Corporate 

Governance and Hedge Funds, “Dancing with the Activists.” 

One of the two Best Paper Prizes in the 2015 FMA Consortium on Activist Investors, Corporate 

Governance and Hedge Funds, “Influencing Control: Jawboning in Risk Arbitrage.” 

The IRRC Institute Research Award, Honorable Mention, 2015.  “How Does Hedge Fund 

Reshape Corporate Innovation.”

The Best Paper Prize in Corporate Finance, The Chinese Finance Association (TCFA), 2014. 

“Reputational Concerns of Independent Directors.” 

Review of Financial Studies Distinguished Referee Award, 2014. 

The 7th Annual Academic Conference on Corporate Governance Best Paper Award, 2014. “Out-

of-the-Money CEOs.” 

Chicago Quantitative Alliance (CQA) Annual Academic Competition Best Paper Award, 3rd

Place, co-recipient with Vikas Agarwal, Yuehua Tang, and Baozhong Yang, 2010. 

“Uncovering Hedge Fund Skill from the Portfolio Holdings They Hide.” 

The Western Finance Association Annual Meeting Analysis Group Award for the Best Paper on 

Financial Institutions and Markets, with Ashlyn Nelson and Edward Vytlacil, 2010. “Liar’s 

Loan? – Effects of Origination channel and Information Falsification on Mortgage Loan 

Delinquency.”

The Terker Family Prize in Investment research, the Wharton School Rodney L. White Center for 

Financial Research, “Takeover Activity and Target Valuations:  Feedback Loops in Financial 

Markets,” with Alex Edmans and Itay Goldstein, 2009. 

Journal of Finance Brattle Award, finalist (“Hedge Fund Activism, Corporate Governance, and 

Firm Performance”), co-recipient with Alon Brav, Frank Partnoy, and Randall Thomas, 2008. 

The Roger F. Murray Best Paper Award by the Q Group, 2nd Place, co-recipient with Alon Brav, 

2007. 

The Institute for Quantitative Investment Research (INQUIRE UK) Annual Best Paper Prize, co-

recipient with Alon Brav, 2007. 

Chicago Quantitative Alliance (CQA) Annual Academic Competition Best Paper Award, 2nd

Place, co-recipient with Alon Brav, 2007. 

Journal of Finance Smith-Breeden Distinguished Paper Prize ("Offering versus Choice in 401(k) 

Plans: Equity Exposure and Number of Funds”), co-recipient with Gur Huberman, 2006. 

Whitebox Scholar, Yale International Center of Finance, summer 2005. 

Research Grants 

Center for Global Enterprise (CGE) research project “Management Practices in an Age of 

Engaged Investors,” $400,000, Principal Investigator. 2017. 

BNP Paribas Hedge Fund Center at SMU Research Grant, $10,000, Co-Investigator with Vikas 

Agarwal and Vyacheslav Fos, 2010. “Inferring Reporting Biases in Hedge Fund Databases 

from Hedge Fund Equity Holdings” 
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The Q-Group Research Grant, “Do Institutional Investors Have an Ace Up Their Sleeves?  

Evidence from Confidential Filings of Portfolio Holdings,” $10,000, Co-Investigator with 

Vikas Agarwal, Yuehua Tang, and Baozhong Yang, 2009. 

National Science Foundation (NSF) Grant, “A Micro View of the Mortgage Crisis: Evidence 

from Loan-Level Data from a Large Bank,” $760,000, Principal Investigator, with Ashlyn 

Nelson and Edward Vytlacil, 2009-2012. 

Federal Deposit Insurance Corporation (FDIC) Financial Research Grant, “Simultaneous Holding 

of Debt and Equity by Institutional Investors,” $10,000, Co-Investigator with Kai Li and Pei 

Shao, 2008-2009. 

“Shareholders and Corporate Governance Research Agenda and Conference” grant, the Millstein 

Center for Corporate Governance and Performance, Yale School of Management, $10,000, 

Co-Investigator with Alon Brav, 2007. 

The Q-Group Research Grant, “Hedge Fund Activism,” $10,000, Co-Investigator with Alon 

Brav, 2006-2007. 

Federal Deposit Insurance Corporation (FDIC) Financial Research Grant, $10,000, “Hedge Fund 

Activism,” Co-Investigator with Alon Brav, 2006-2007. 

TIAA-CREF Institute Research Grant, $50,000, “Director Ownership of Mutual Funds,” Co-

Investigator with Qi Chen, 2004-2005. 

PER Seed Grant for economics, $5,000, 2004. 

INQUIRE grant on quantitative investment research, $10,000, “Market Timing by Mutual 

Funds,” 2004. 

Francis Yuen Dissertation Scholarship, September 2000-June 2001. 

Francis Yuen Fellowship, September 1997-June 2000. 

University of Chicago Graduate Scholarship, September 1996-June 1997. 

Teaching

Singhvi Prize for Scholarship, 2013.  

(Selected by all graduating MBA students and awarded to a full-time faculty member 

who exemplifies excellence in the classroom, based on his or her dedication to teaching 

and the ability to communicate knowledge and encourage students.) 

Executive MBA Award for Commitment to Excellence, 2009. 

(Selected by all graduating Executive MBA students and awarded to a full-time faculty 

member of official who exemplifies commitment to excellence.) 

Executive MBA Award for Commitment to Excellence, 2007. 

Dean’s Award for Teaching Excellence in a Core Course, 2006. 

Executive MBA Award for Commitment to Excellence, 2005. 

Best Instructor, voted by the class, Financial Mathematics Master Program, University of 

Chicago, 2000. 

Faculty Teaching Award, Fudan University, 1994. 

PUBLISHED AND ACCEPTED PAPERS 

 Reviewed publications in academic journals: 
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[37] “CoCo Bonds Issuance and Bank Funding Costs:  An Empirical Analysis,” with Stefan Avdjiev, 

Patrick Bolton, Anastasia Kartasheva, and Bilyana Bogdanova.  Journal of Financial 

Economics, forthcoming.

[36] “Dancing with the Activists,” with Lucian Bebchuk, Alon Brav, and Thomas Keusch. Journal of 

Financial Economics¸forthcoming. 

[35] “Trading Against the Random Expiration of Private Information: A Natural Experiment,” with 

Mohammadreza Bolandnazar, Robert J. Jackson, Jr. and Joshua Mitts.  Journal of Finance, Lead 

article, 2020, vol. 75, 5-44. 

[34] “Will Tenure Voting Give Corporate Managers Lifetime Tenure?” with Paul H. Edelman and 

Randall Thomas, Texas Law Review, 2019, vol. 97, 991-1029. 

[33] “Who are the short-termists?” Journal of Applied Corporate Finance, lead article, 2018, vol. 30 
(4), 1-8. 

[32] “Influencing Control:  Jawboning in Risk Arbitrage.” With Tao Li and Danqing Mei, Journal of 

Finance, 2018, Vol 73(6), 2635-2675. 

[31] “How Does Hedge Fund Activism Reshape Corporate Innovation?” with Alon Brav, Song Ma, 

and Xuan Tian, Journal of Financial Economics, 2018, Vol 130 (2), 237-264 

[30] “Have Instrumental Variables Brought Us Closer to Truth?” Review of Corporate Finance 

Studies, 2017, vol. 6 (2), 127-140. 

[29] “Appraisal:  Shareholder Remedy or Litigation Arbitrage?” with Tao Li, Danqing Mei, and 

Randall Thomas, Journal of Law and Economics, 2016, vol. 59, 697-729. 

[28] “Reputation Concerns of Independent Directors:  Evidence from Individual Director Voting,” 

with Hualin Wan and Shan Zhao, Review of Financial Studies, 2016, vol. 29(3), 655-696. 

[27] “Out-of-the-Money CEOs:  Inferring Private Control Premium from CEO Option Exercises,” 

with Vyacheslav Fos, Review of Financial Studies, 2016, vol. 29(6), 1549-1585. 

[26] “Feedback Effects and the Limits to Arbitrage,” with Alex Edmans and Itay Goldstein, American 

Economic Review, 2015, 105(12): 3766-3797. 

[25] “Career-risk concerns, information effort, and optimal pay-for-performance sensitivity, with Qi 

Chen, and Shane S. Dikolli, Journal of Management Accounting Research, 2015, vol. 27, 165-

195. 

[24] “The Real Effects of Hedge Fund Activism:  Productivity, Capital Reallocation, and Product 

Market Concentration,” with Alon Brav and Hyunseob Kim, Review of Financial Studies, 

October 2015, vol. 28, 2723-2769.  Lead article. 

[23] “The Long-Term Effects of Hedge Fund Activism,” with Lucian Bebchuk and Alon Brav, 

Columbia Law Review, June 2015, vol. 115, 1085-1156. 

[22] “Securitization and Loan Performance: A Contrast of Ex Ante and Ex Post Relations in the 

Mortgage Market,” with Ashlyn Nelson and Edward Vytlacil, Review of Financial Studies, 2014, 

vol. 27(2), 454-483. 

[21] “Liar’s loan?—Effects of Origination Channel and Information Falsification on Mortgage 

Delinquency,” with Ashlyn Nelson and Edward Vytlacil, Review of Economics and Statistics, 

2014, vol. 96(1), 1-18. Lead article. 
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[20] “Delinquency Model Predictive Power among Low-Documentation Loans, with Ashlyn Nelson 

and Edward Vytlacil, Economic Letters, 2013, vol. 120, 171-173. 

[19] “Pre-Disclosure Accumulations by Activist Investors:  Evidence and Policy,” with Lucian 

Bebchuk, Alon Brav, and Robert Jackson, Journal of Corporation Law, 39, Fall 2013.   

[18] “Inferring Reporting-Related Biases in Hedge Fund Databases from Hedge Fund Equity 

Holdings,” with Vikas Agarwal and Vyacheslav Fos.  Management Science, 2013, vol. 59(6), 

1271-1289. 

[17] “Uncovering Hedge Fund Skills from the Portfolio Holdings They Hide,” with Vikas Agarwal, 

Yuehua Tang, and Baozhong Yang. Journal of Finance, 2013, vol. 68(2), 739-783.   

[16] “The Real Effects of Financial Markets: The Impact of Prices on Takeovers,” with Alex Edmans 

and Itay Goldstein, Journal of Finance, 2012, vol. 67(3), 933-972.   

[15] “Hedge Funds and Chapter 11,” with Kai Li, and Wei Wang, Journal of Finance, 2012, vol. 

67(2), 513-560. 

[14] “When Creditors are Shareholders:  Effects of Simultaneous Holding of Debt and Equity by 

Noncommercial-Banking Institutions,” with Kai Li, and Pei Shao, Review of Financial Studies, 

2010, vol. 23(10), 3595-3637. 

[13] “Payoff Complementarities and Financial Fragility: Evidence from Mutual Fund Outflows,” with 

Qi Chen and Itay Goldstein, Journal of Financial Economics, 2010, vol. 97, 239-262.   

[12] “Activist Arbitrage:  A Study of Open-Ending Attempts of Closed-End Funds” with Michael 

Bradley, Alon Brav, and Itay Goldstein, Journal of Financial Economics, 2010, vol. 95 (1), 1-19. 

Lead article. 

[11] “Returns to Hedge Fund Activism,” with Alon Brav, Frank Partnoy, and Randall Thomas, 

Financial Analyst Journal, 2008, vol 64, 45-61. 

[10] “Directors’ Ownership in the U.S. Mutual Fund Industry,” with Qi Chen and Itay Goldstein, 

Journal of Finance, 2008, vol 63(5), 2629-2677. 

[9] “Hedge Fund Activism, Corporate Governance, and Firm Performance,” with Alon Brav, Frank 

Partnoy, and Randall Thomas, Journal of Finance, 2008, vol. 63 (4), 1729-1775, finalist for the 

Brattle Award, and ranked among the “Top 10 most-cited articles from Journal of Finance” by 

Scientific Direct in 2009. 

[8] “Defined Contribution Pension Plans:  Determinants of Participation and Contribution Rates,” 

with Gur Huberman and Sheena Iyengar, Journal of Financial Services Research, 2007, vol. 

31(1), 1-32.  Lead article. 

[7] “Price Informativeness and Investment Sensitivity to Stock Prices,” with Qi Chen and Itay 

Goldstein, Review of Financial Studies, 2007, vol. 20 (3), 619-650. 

[6] “Offering vs. Choices in 401(k) Plans:  Equity Exposure and Number of Funds,” with Gur 

Huberman, Journal of Finance, 2006, vol. XLI(2), 763-801, winner of the Smith-Breeden 

Distinguished Paper Prize. 

[5] “Analysts’ Weighting of Private and Public Information,” with Qi Chen, Review of Financial 

Studies, 2006, vol. 19(1), 319-355.

[4] “A Nonparametric Approach to Measuring and Testing Curvature,” with Jason Abrevaya, Journal 

of Business and Economic Statistics, 2005, vol. 23(1), 1-19. Lead article. 
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[3] “Investor Learning about Analyst Ability,” with Qi Chen and Jennifer Francis, Journal of 

Accounting and Economics, 2005, vol. 39(1), 3-24.  Lead article. 

[2] “Positive Hurdle Rates without Asymmetric Information,” with Qi Chen, Financial Research 

Letters, March 2004, 1(2), 106-112.   

[1] “A Nonparametric Test of Market Timing,” Journal of Empirical Finance, 2003, vol. 10(4), pp 

399 – 425.  Lead article. 

 Other Publications (book chapters, reviews, and practitioner/policy papers): 

[8] “To FinTech and beyond,” with Itay Goldstein and G. Andrew Karolyi, Review of Financial 
Studies, Editorial, 2019, Vol 32 (5), 1647-1661. 

[7] “Recent advances in research on hedge fund activism: Value creation and identification,” Annual 
Review of Financial Economics, 2015 (December) issue. 

[6] “Re: ‘Petition for Rulemaking Under Section 13 of the Securities Exchange Act of 1934’ filed by 

Wachtell, Lipton, Rosen & Katz on March 7, 2011,” with J. B. Heaton and Alon Brav, 

http://www.sec.gov/comments/4-624/4624-2.pdf. 

[5] “Hedge Fund Activism,” with Alon Brav and Hyunseob Kim, chapter in Research Handbook on 

Hedge Funds, Private Equity and Alternative Investments, Edward Elgar Publishing Ltd, 

forthcoming. 

[4] “Hedge Fund Activism:  A Review,” with Alon Brav and Hyunseob Kim, Foundations and 

Trends in Finance, 2010, vol. 4(3), 1-66. 

[3] “How Much Choice Is Too Much?:  Contributions to 401(k) Retirement Plans,” with Gur 

Huberman and Sheena Iyengar, chapter in Pension Design and Structure:  New Lessons from 

Behavioral Finance, edited by Olivia Mitchell and Stephen Utkus, Oxford University Press, 

2004, pp 83-96. 

[2] “How Do Analysts Weight Private Information and Why?”  with Qi Chen, in Corporate 

Governance:  Implications for Financial Services Firms, Proceedings of the 39th Chicago Federal 

Reserve Bank of Chicago Conference on Bank Structure and Competition, 2004, pp 336-353. 

[1] “Commodity Futures Market in China,” with David Wall, The Futures and Derivatives Law 

Review, Volume 2 Issue 1, Cavendish Publishing Limited, London, January 1995, pp 13-42.  

Reprinted in Financing China Trade and Investment, ed. Kui-Wai Li, Praeger, Westport & 

London, 1997, pp183 – 214. 

WORKING PAPERS 

[1] “Mutual Fund Holdings of Credit Default Swaps: Liquidity Management and Risk Taking,” with 

Zhongyan Zhu.   R&R, Journal of Finance. 

[2] “Picking Friends before Picking (Proxy) Fights:  How Mutual Fund Voting Shapes Proxy 

Contests,” with Alon Brav, Tao Li, and James Pennington.   

COURSES TAUGHT 

• MBA/EMBA: 

o Corporate Finance (core); Advanced Corporate Finance; Corporate Governance; Global 
Immersion—China; NYC Immersion—Activist Investing. 
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• Ph.D.: 
o Empirical Corporate Finance; Empirical Methods in Corporate Finance; Financial 

Econometrics—Panel Data. 

PROFESSIONAL SERVICES (Highlights of the past five years) 

 Co-organizer:  “Bridging Theory and Empirical Research in Finance,” a special conference by the 

Finance Theory Group, July 2020. 

 Chair, 2015 Society for Financial Studies Finance Cavalcade. Vice Chair, 2014 Society for Financial 

Studies Finance Cavalcade. 

 2nd World Symposium on Investment Research, sponsored by McGill University, Swiss Finance 

Institute, and Review of Financial Studies, May 2019. 

 New Development in FinTech, sponsored by Review of Financial Studies and Georgia State 

University, February 2019. 

 Review of Financial Studies Registered Report Workshop on FinTech, May 2017. 

 “The Fourth Symposium on Emerging Financial Markets:  China and Beyond,” co-organizer, the 

Chazen Institute of International Business, May 2015. 

 “The 25th Annual Meeting of the American Law and Economics Association (ALEA),” Corporate 

Governance Area Organizer, May 2015. 

INVITED PRESENTATIONS (during the past five years, including scheduled) 

 On the Programs of Academic Conferences 

 American Finance Association Annual Meeting (paper and discussant), January 2014.* 

 The Arizona State University Winter Finance Conference, February 2014 

 NBER Conference on Law and Economics, February 2014.* 

 Columbia Business School Conference on Corporate Governance around the World, April 2014.* 

 The 7th Academic Conference on Corporate Governance (at LeBow College of Business), April 

2014.* 

 Finance Cavalcade, May 2014, session chair. 

 Harvard Business School Information, Markets & Organization Conference, June 2014. 

 The Chinese Finance Associate Annual Conference Best Paper Symposium*, November 2014. 

 American Finance Association Annual Meeting, January 2015 (two papers, session chair, and 

discussant). 

 Committee on the Global Financial System (CGFS) Workshop on Contingent Convertible 

Instruments, March 2015. 

 The 8th Academic Conference on Corporate Governance (at LeBow College of Business)*, April 

2015 (session chair). 

 The Annual Conference on the Regulation of Financial Markets (at the SEC), May 2015. 

 The BI Conference on Corporate Governance (at BI Norwegian Business School), May 2015. 

 The American Law and Economics Association (ALEA) Annual Meeting, May 2015 (two papers 

and discussant). 

 Financial Intermediation Research Society (FIRS) annual conference, May 2015. 
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 The Western Finance Association annual meeting, June 2015. 

 London Business School’s Centre for Corporate Governance Day Conference, June 2015.

 The NBER Summer Institute – Risks of Financial Institutions, July 2015. 

 The NBER Summer Institute – Law and Economics*, July 2015. 

 The European Finance Association (EFA) annual meeting, August 2015. 

 The Northern Finance Association (EFA) annual meeting, September 2015. 

 University of San Diego/Vanderbilt Conference on the Future of Research on Hedge Fund 

Activism (three papers), October 2015. 

 The 2015 NHH Center for Corporate Finance Conference, November 2015.

 American Finance Association Annual Meeting, January 2016 (two papers). 

 American Economic Association Annual Meeting, January 2016. 

 The Jackson Hole Finance Conference, January 2016. 

 Financial Institutions, Regulation and Corporate Governance (FIRCG) Conference (Melbourne), 

January 2016.

 The Utah Winter Finance Conference, February 2016. 

 Fourth European Centers for Corporate Control Studies Workshop on Governance and Control, 

March 2016. 

 2016 Corporate Governance Symposium by the John L. Weinberg Center for Corporate 
Governance (at the University of Delaware), March 2016. 

 Academic Conference on Corporate Governance (at Drexel University), April 2016. 

 Fourth Annual ABFER Conference, May 2016. 

 Society for Financial Studies (SFS) Cavalcade, May 2016. 

 Rising Star conference, discussant, May 2016. 

 The Financial Intermediation Research Society Annual Conference, June 2016. 

 Western Finance Association (WFA) annual meeting, June 2016. 

 FMA European Conference, June 2016. 

 China International Conference in Finance (CICF), July 2016. 

 European Finance Association Annual Meetings, August 2016. 

 AIM Conference on Institutional Investors (at UT Austin), September 2016. 

 Five Star Conference, discussant, December 2016.  

 2016 Hedge Fund Research Conference (by Wells Fargo Investment Institute and UNC Institute 

for Private Capital)*, December 2016. 

 The NBER Law and Economics Meeting, March 2017 (discussant). 

 American Finance Association Annual Meeting, January 2018, Moderator, Panel on FinTech.    

 GSU CEAR Finance Conference:  Recent Advances in Delegated Portfolio Management,* April 

2018. 

 NYU Law RoundTable, April 2018 (discussant). 

 FTSE World Investment Forum*, May 2018. 

 University of Connecticut Academic Conference on Risk Management, May 2018 (Keynote 

speaker). 

 NBER Summer Institute, Corporate Finance, July 2018. 
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 Financial Management Association Annual Meetings 2018 (Keynote speaker), October 2018. 

 Cubist Systematic Strategies Annual Conference*, November 2018. 

 15th Annual Conference on Corporate Finance (at Olin Business School), Keynote speaker*,  

November 2018. 

 NYU Law RoundTable*, December 2018. 

 American Finance Association Annual Meeting, January 2019. 

 Annual conference “The Future of Corporate Governance” at Vanderbilt Business Law 2019, 

Keynote speaker*, May 2019.  

 Annual California Corporate Finance Conference, Keynote speaker, September 2019. 

*:  Presenting author. 

 Seminars and Workshops (during the past five years) 

The Paul Merage School of Business, University of California—Irvine (2014) 

The Kelley School of Business of University of Indiana (2014) 

Said School of Business Oxford University (2014) 

Judge School of Business Cambridge University (2014) 

Cass Business School of City University London (2014) 

Iowa University Henry B. Tippie College of Business (2014) 

Standard University Graduate School of Business (2014) 

New York University Stern School of Business (2014) 

University of Chicago Booth School of Business (2014) 

University of Pittsburgh Joseph M. Katz Graduate School of Business (2015)

New York University Law School (2015) 

New York University Center for Global Economy and Business (2015) 

University of Texas at Austin (2015) 

Yale University School of Management (2016) 

USC Marhsall School of Business (2016) 

HBS – Harvard Economics (2016) 

University of Washington Foster School of Business (2016) 

PBC Tsinghua School of Finance (2016) 

The Swiss Finance Institute – Lausanne (2017) 

Baruch College (2018) 

Rutgers University (2018) 

NYU Stern School of Business (2019)  

NYU Law School (2019) 

Georgia Tech Scheller College of Business (2019) 

Cornel Johnson School of Management (2019) 

Federal Reserve Bank New York (2019) 
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DOCTORAL STUDENT PLACEMENTS 

 Jose Martinez, sponsor, 2006.  Oxford University Said School of Business.  First placement:  Swedish 

Institute for Financial Research (SIFR). 

 George Murillo, sponsor, graduate with distinction, 2008. First placement:  Goldman Sachs & Co. 

 Linying Zhao (Department of Economics), sponsor, 2009.  First placement:  Shanghai University of 

Finance and Economics.   

 Huidan Lin (Department of Economics), committee member, 2009.  First placement:  IMF. 

 Xiaozheng Wang, committee member, 2009.  First placement:  Criterion Economics Consulting. 

 Yael Eisenthal, sponsor, graduate with distinction, 2009.  First placement:  Goldman Sachs Asset 

Management. 

 Vyacheslav Fos, sponsor, graduate with distinction, 2011.  First placement: University of Illinois 

Urbana Champaign.  Current:  Boston College. 

 Ravindra Sastry, committee chair, 2012.  First placement:  Southern Methodist University. 

 Yang Chen, sponsor, 2013.  First placement:  Bank of America/Merrill Lynch.   

 Andres Liberman, sponsor, 2013.  First placement:  NYU Stern School of Business. 

 Yuehua Tang (Georgia State University), (external) committee member, 2013.  First placement:  

Singapore Management University.  Current:  University of Florida 

 Tao Li (Department of Economics), committee member, 2013.  First placement:  Warwick Business 

School.  Current:  University of Florida. 

 Jun Kyung Auh, committee chair, 2014.  First placement:  Georgetown University McDonough 

School of Business.   

 Jaehyun Cho, committee member, 2015.  First placement:  SEC. 

 Colleen Honigsberg (Department of Accounting and Columbia Law School), committee member. First 

placement:  Stanford Law School. 

 Guojun Chen, committee chair. First placement: Nanyang Technology University. 

 Arput Gupta, committee chair.  First placement:  NYU Stern. 

 Joshua Mitts, sponsor.  First placement:  Columbia Law School. 

 Kunal Sachdeva, sponsor.  First placement:  Rice University Jones Graduate School of Business. 

 Zoi Melina Papoutsi, committee chair.  First placement:  European Central Bank. 

 Nan Li, committee member.  First placement:  University of Minnesota.  

 Minchen Zheng, sponsor.  First placement:  Man Group. 

OUTSIDE ACTIVITIES 

Columbia Business School requires faculty members to disclose any activities that might present 
a real or apparent conflict of interest. The list below complies with this requirement.  

[1] Spoke at the Speaker Series of Standard & Poor’s, 2014. 

[2] Gave a seminar on valuation for law professionals at Vanderbilt Law School, 2014. 

[3] Gave a webinar for the American Bankruptcy Institute, 2014. 

[4] Spoke at CHINAFundForum, 2015. 

[5] Served as a judge for the TIAA-CREF Paul A. Samuelson Award in recognition of an outstanding 

research publication on America’s lifelong financial well-being, 2015, 2016. 
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[6] Served as a judge for the BlackRock Applied Research Award for the top job market paper submitted 

by Ph.D. candidates on financial markets, financial regulation, investment management, or risk 

management, 2015.  

[7] Academic Affiliate, Compass Lexecon, since June 2016. 

[8] Providing a lecture to a group of visiting EMBA students from China, 2016, 2018. 

[9] Research talk, multiple asset management companies.  2019. 



1

Materials Considered 

Academic Papers and Textbooks 

Forsythe, Michael and Sanderson, Henry, Debt, Oil and Influence – How China Development Bank is 
Rewriting the Rules of Finance: China’s Superbank, John Wiley & Sons (2013) 

Gilley, Bruce, “Huawei's Fixed Line to Beijing,” Far Eastern Economic Review (Dec. 28, 2000) 

Haley, George and Haley, Usha, Subsidies to Chinese Industry, Oxford University Press (2013) 

Higgins, Robert C., et al., Analysis for Financial Management, 12th Edition, McGraw-Hill Education 
(2019) 

Jones, Derek C., and Takao Kato, “The Productivity Effects of Employee Stock-Ownership Plans and 
Bonuses: Evidence from Japanese Panel Data,” The American Economic Review, vol. 85, no. 3 (1995) 

Koller, Tim, et al., Valuation: Measuring and Managing the Value of Companies, 6th Edition, Wiley 
Finance (2015) 

Lin, Li-Wen & Milhaupt, Curtis “We Are the (National) Champions: Understanding the Mechanisms of 
State Capitalism in China,” 65 Stanford Law Review (2013) 

Logue, John, et al., “Participation: Can Workers Run the Firm?” In The Real World of Employee 
Ownership, Ithaca; London: Cornell University Press (2001) 

Medeiros, Evan, et al., A New Direction for China’s Defense Industry, Rand Corporation (2005) 

Schwartz, Gerd, and Benedict Clements, “Government Subsidies,” Journal of Economic Surveys, vol. 
13, no. 2 (1999) 

Takalo, Tuomas, et al., “Estimating the Benefits of Targeted R&D Subsidies,” Review of Economics 
and Statistics, vol. 95, no. 1 (2013) 

Analyst and Industry Reports 

Barclays, “European Telecoms and Technology Hardware 5G – A new dawn,” (Sept. 9, 2016) 

J.P. Morgan, “Rod Hall’s Daily Download - BBRY EPS, Huawei results, INTC Cloud Day takeaways 
and more…,” (April 4, 2016) 

“The Mobile Economy China 2019,” GSMA (March 20, 2019) 

Strategy Analytics, “Comparison and 2023 5G Global Market Potential for leading 5G RAN Vendors – 
Ericsson, Huawei and Nokia,” (April 2019) 

UBS, “IT Hardware & EMS - Networking Market Share: Arista and Huawei Winners in 2Q,” (Sept. 26, 
2016) 

UBS, “Technology - US and China relations: After ZTE, what next?” (May 16, 2018) 

Data and Databases 

Bloomberg L.P. 
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CORDIS Database 

Dell’Oro Group Mobile RAN 2019 Q3 Report 

European Commission Financial Transparency System 

Flemish Government Database (VLAIO) 

FRED Economic Data, Federal Reserve Bank of St. Louis 

German Funding Database (Förder Katalog) 

IntelTrak (RWR’s proprietary database) 

Italian Cohesion Policy Initiatives Database (OpenCoesione) 

Organisation for Economic Co-operation and Development 

S&P Capital IQ 

Structural Funds Information Service of Finland (EURA 2007) 

Systematic Paris-Region 

World Bank 

Declarations

Declaration of Chen Luonv (Feb. 1, 2020)  

Declaration of Wu Hao (Jan. 26, 2020) 

Financial Reports and SEC Filings 

Alcatel-Lucent, 2009 Annual Report 

Alcatel-Lucent, 2010 Annual Report 

Alcatel-Lucent, 2011 Annual Report 

Alcatel-Lucent, 2012 Annual Report 

Alcatel-Lucent, 2013 Annual Report 

Huawei Technologies Co., LTD., 2009 Annual Report

Huawei Technologies Co., LTD., 2010 Annual Report

Huawei Investment & Holding Co., Ltd., 2011 Annual Report

Huawei Investment & Holding Co., Ltd., 2012 Annual Report

Huawei Investment & Holding Co., Ltd., 2013 Annual Report

Huawei Investment & Holding Co., Ltd., 2014 Annual Report

Huawei Investment & Holding Co., Ltd., “Appendix to 2014 Annual Report: Corporate Debt 
Financing”
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Huawei Investment & Holding Co., Ltd., 2015 Annual Report

Huawei Investment & Holding Co., Ltd., 2016 Annual Report

Huawei Investment & Holding Co., Ltd., 2017 Annual Report

Huawei Investment & Holding Co., Ltd., 2018 Annual Report 

Jiangling Motors Corporation, Ltd., 2013 Annual Report 

Jiangling Motors Corporation, Ltd., 2014 Annual Report 

Jiangling Motors Corporation, Ltd., 2015 Annual Report  

Jiangling Motors Corporation, Ltd., 2016 Annual Report 

Jiangling Motors Corporation, Ltd., 2017 Annual Report 

Jiangling Motors Corporation, Ltd., 2018 Annual Report

Tesla, Inc., Form 8-K dated December 18, 2019, filed December 26, 2019 

Whirlpool Corporation, Form 10-K for the fiscal year ended December 31, 2015, filed February 16, 
2016 

Whirlpool Corporation, Form 10-K for the fiscal year ended December 31, 2018, filed February 12, 
2019 

Government and Non-Governmental Organizations Documents 

Article 95 of Regulations of the People’s Republic of China on the Implementation of the Enterprise 
Income Tax Law (Dec. 6, 2007), http://www.fdi.gov.cn/1800000121_39_1563_0_7.html 

Ahrens, Nathaniel, “China’s Competitiveness Myth, Reality, and Lessons for the United States and 
Japan Case Study: Huawei,” Center for Strategic & International Studies (Feb. 2013) 

Barr, William, “Letter to Ajit Pai” (Nov. 13, 2019) 

Congressional Budget Office, “International Comparisons of Corporate Income Tax Rates” (March 
2017) 

European Commission, “EU R&D Scoreboard: The 2018 EU Industrial R&D Investment Scoreboard” 
(2018) 

Export-Import Bank of the United States, “Competitiveness Reports – China Information” (June 30, 
2016) 

Federal Communications Commission, “Protecting Against National Security Threats to the 
Communications Supply Chain Through FCC Programs” (Nov. 26, 2019) 

Federal Communications Commission, “Protecting Against National Security Threats to the 
Communications Supply Chain Through FCC” (Jan. 3, 2020)  

Hochberg, Fred, “How the U.S. Can Lead the World in Export Finance Strategy for the 21st Century,” 
Remarks at the Center for American Progress, Washington, D.C. (June 13, 2011) 

“Investigative Report on the U.S. National Security Issues Posed by Chinese Telecommunications 
Companies Huawei and ZTE presented to the U.S. House of Representatives” (Oct. 8, 2012) 
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McCarthy, Michael, “Background Material for US-China Economic and Security Review Commission” 
(June 6, 2012) 

McNally, Christopher, “Briefing to the U.S.-China Economic and Security Review Commission,” East-
West Center, Honolulu, HI (May 17, 2011) 

McNally, Christopher, “Sino-Capitalism China’s Rise and the International Order,” Washington, D.C. 
(April 2011) 

Reply Comments of the Telecommunications Industry Association, dated July 2, 2018  

RWR Advisory Group, “A Transaction Risk Profile of Huawei” (Feb. 13, 2018) 

USCC Research Staff, The National Security Implications of Investments and Products from the 
People’s Republic of China in the Telecommunications Sector, U.S.-China Economic and Security 
Review Commission Staff Report (Jan. 2011) 

U.S.-China Economic and Security Review Commission, 2011 Report to Congress, Washington, D.C. 
(Nov. 2011) 

World Economic Forum, “The Human Capital Report 2016” (2016) 

News Articles and Press Releases 

“Capitalism Confined,” The Economist (Sept. 3, 2011) 

Chang, Christine, et al., “Huawei Technologies: A Chinese Trail Blazer in Africa,” 
Knowledge@Wharton (April 20, 2009) 

Chen, Kathy, and Jason Dean, “Low Costs, Plentiful Talent Make China a Global Magnet for R&D,” 
Wall Street Journal (March 13, 2006) 

“China’s Economy: Perverse Advantage,” The Economist (April 27, 2013)  

De Cremer, David and Tian Tao, “Huawei’s Culture Is the key to its Success,” Harvard Business 
Review (June 11, 2015) 

Dalton, Matthew, “Europe Raises Cry Over China Tech Exports,” Wall Street Journal (Oct. 5, 2010) 

Dalton, Matthew, “EU Finds China Gave Aid to Huawei, ZTE,” Wall Street Journal (Feb. 3, 2011) 

Dyer, Geoff and McGregor, Richard, “China’s Champions: Why State Ownership Is No Longer a Dead 
Hand,” Financial Times (March 16, 2008) 

“GlobalData Releases 2019 5G Competitive Landscape Assessment: Huawei Remains 5G RAN 5G 
Leader,” Mobile World Live (Jan. 7, 2020) 

“GSMA Intelligence: US and European Consumers Cautious on Move to 5G Devices, China and Korea 
Set to Lead Early Adoption,” GSMA (Jan. 7, 2020) 

Higgins, Tim, “Tesla Turns to China with U.S. Tax Credit Ending,” Wall Street Journal (Dec. 31, 
2019) 

“Huawei: The Company that Spooked the World,” The Economist (Aug. 4, 2012) 

Lee, John, “The Other Side of Huawei,” Business Spectator (March 30, 2012) 

Marro, Nick, “Foreign Company R&D: In China, For China,” China Business Review (June 1, 2015) 
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Pohlmann, Tim, “Who is leading the 5G patent race? July 2019 update – part one,” IAM Magazine (July 
24, 2019) 

Pohlmann, Tim, “Who is leading the 5G patent race? July 2019 update – part two,” IAM magazine (July 
31, 2019) 

“The Huawei Way,” Newsweek (Jan. 15, 2006) 

Waldman, Peter, et al., “Another Reason U.S. Fears Huawei: Its Gear Works and It’s Cheap,” 
Bloomberg (Jan. 24, 2019) 

Whirlpool (China) Co., Ltd., “Announcement on Obtaining Government Subsidies” (Dec. 24, 2019),  
http://m.10jqka.com.cn/sn/20151029/22887883.shtml 

Yap, Chuin-Wei, “State Support Helped Fuel Huawei’s Global Rise,” Wall Street Journal (Dec. 25, 
2019) 

Websites 

About Huawei, Huawei Technologies Co., Ltd., https://www.huawei.com/us/about-huawei 

About RWR, RWR Advisory Group, LLC., https://www.rwradvisory.com/about/ 

Corporate Introduction, Huawei Technologies Co., Ltd., https://www.huawei.com/us/about-
huawei/corporate-information 

Dell’Oro Group Homepage, https://www.delloro.com/ 

Finnvera, https://www.finnvera.fi/eng/finnvera/finnvera-in-brief/finnvera-introduction 

Finnvera, Entrepreneur stories, https://www.finnvera.fi/eng/finnvera/entrepreneur-stories/ 

History and Mission, Rand Corporation, https://www.rand.org/about/history.html 

PwC Tax Summaries, http://taxsummaries.pwc.com/ID/Peoples-Republic-of-China-Corporate-Taxes-
on-corporate-income 

Swedish Export Credit Corporation, https://www.sek.se/en/ 

Swedish Export Credit Corporation, Client cases, https://www.sek.se/en/about-us/client-cases/  
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DECLARATION OF WU HAO 
 

I, Wu Hao, hereby declare, affirm, and state the following: 

1. I am the “Expert of Tax” for Huawei Technologies Co., Ltd. (“Huawei”). I have served in 

this role since 2016. As “Expert of Tax,” I am responsible for tracking the latest Chinese 

tax trends, performing technical analysis on key topics, and delivering proper training and 

providing support to internal stakeholders. I am over the age of 18 and am competent to 

make this declaration. All statements set out in this Declaration are based on (1) my 

direct personal knowledge; (2) information learned from my review of Huawei 

documents, including corporate reports; and (3) information provided to me by, or 

discussions with, other Huawei employees. 

2. I make this declaration in support of comments submitted by Huawei and Huawei 

Technologies USA, Inc. (“Huawei Technologies USA”) in response to a Report and 

Order (“Order”) released by the Federal Communications Commission (“FCC”), In the 

Matter of Huawei Designation, FCC 19-121, PS Docket No. 19-351 on November 26, 

2019. In this Order, the FCC initially designated Huawei, along with its parents, 

affiliates, and subsidiaries, as a covered company whose services and equipment are 

excluded from universal service support.1 

3. Chinese tax laws establish criteria and conditions for receiving certain tax benefits and 

preferences. For example, High and New Technology Enterprises (“HNTE”) are given a 

reduced corporate income tax (“CIT”) rate of 15% rather than the standard tax rate of 

                                                 
1 The FCC promulgated a rule that prohibits universal service support from being used to purchase or 

obtain any equipment or services produced or provided by a covered company. In the Matter of Protecting Against 
National Security Threats to the Communications Supply Chain Through FCC Programs, WC Docket 18-89 (rel. 
Nov. 26, 2019). 
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25%.2 HNTE refer to resident enterprises registered within mainland China (excluding 

Hong Kong, Macao and Taiwan regions) that are engaged in continuous research and 

development, have developed their core independent intellectual property rights, have 

conducted operations based on their own intellectual property rights, and obtained the 

certificate of HNTE.3  

4. In addition, the Chinese government has issued policies on super deductions for R&D 

expenses to encourage scientific innovation. According to CIT law, enterprises are 

allowed to deduct 150% of qualified R&D expenses for CIT purposes.4 And from 

January 1, 2018 to December 31, 2020, all enterprises, not just technology-based small 

and medium-sized enterprises, are allowed to deduct 175% of qualified R&D expenses 

for CIT purposes.5 

5. All of Huawei’s subsidiaries in mainland China conduct business and pay taxes in 

accordance with the relevant laws. Some of them meet the criteria and conditions to pay 

the CIT  rate of 15% for HNTE and deduct 150% (175% from January 1, 2018 to 

December 31, 2020) of qualified R&D expenses.  

 

 

I declare under penalty of perjury that the foregoing is true and correct. 

                                                 
2 The Enterprise Income Tax Law of the PRC, Article 28 (2018), available at 

http://www.chinatax.gov.cn/chinatax/n810346/n810825/c101434/c28479830/content.html (Exhibit A). 
3 Guo Ke Fa Huo, No. 32 Articles 2, 8-9 (2016), available at 

http://www.most.gov.cn/kjzc/gjkjzc/qyjsjb/201706/t20170629_133827.htm (Exhibit B). 
4 The Enterprise Income Tax Law of the PRC, Article 30 (2018), available at 

http://www.chinatax.gov.cn/chinatax/n810346/n810825/c101434/c28479830/content.html (Exhibit A); 
Implementing Regulations of the Enterprise Income Tax Law of the People's Republic of China, Article 95 (2019), 
available at http://www.chinatax.gov.cn/chinatax/n810346/n810825/c101434/c28479831/content.html (Exhibit C). 

5 Cai Shui, No. 99, Article 1 (2018), available at 
http://www.chinatax.gov.cn/chinatax/n810346/n810825/c101434/c18353158/content.html (Exhibit D). 

http://www.chinatax.gov.cn/chinatax/n810346/n810825/c101434/c28479830/content.html
http://www.most.gov.cn/kjzc/gjkjzc/qyjsjb/201706/t20170629_133827.htm
http://www.chinatax.gov.cn/chinatax/n810346/n810825/c101434/c28479830/content.html
http://www.chinatax.gov.cn/chinatax/n810346/n810825/c101434/c28479831/content.html
http://www.chinatax.gov.cn/chinatax/n810346/n810825/c101434/c18353158/content.html




EXHIBIT A



STATE of NEW YORK  )
) ss:

COUNTY of NEW YORK )

CERTIFICATE OF ACCURACY

This is to certify that the following1, originally written in Chinese, is to the best of our
knowledge and belief, a true, accurate and complete translation into English.

Dated: January 21, 2020

__________________
Seth Wargo
Consortra Translations

Sworn to and signed before ME this
________ day of ____________,
2020.

_____________________________
Notary Public

1 Translation includes the name/date of the source and/or the relevant material from the source



Enterprise Income Tax Law of the People’s Republic of China

January 6, 2019

Article 28  A reduced 20% corporate income tax rate will be applied for eligible small enterprises

making little profits.

Article 30  The following expenses of an enterprise may be added up and deducted when calculating

taxable income:

(1) R&D expenses incurred during the development of new technologies, new products, and new

processes;

(2) Salaries paid for the placement of disabled persons and other employed persons whose placement

is encouraged by the State.

A reduced 15% corporate income tax rate will  be applied for  high and new tech enterprises  that 

need specialsupport from the State.
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第一章　总　　则

　　第一条　在中华人民共和国境内，企业和其他取得收入的组织（以下统称企业）为企业所得税的纳税人，依照本法的规定缴

纳企业所得税。

　　个人独资企业、合伙企业不适用本法。

　　第二条　企业分为居民企业和非居民企业。

　　本法所称居民企业，是指依法在中国境内成立，或者依照外国（地区）法律成立但实际管理机构在中国境内的企业。

　　本法所称非居民企业，是指依照外国（地区）法律成立且实际管理机构不在中国境内，但在中国境内设立机构、场所的，或

者在中国境内未设立机构、场所，但有来源于中国境内所得的企业。

　　第三条　居民企业应当就其来源于中国境内、境外的所得缴纳企业所得税。
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　　非居民企业在中国境内设立机构、场所的，应当就其所设机构、场所取得的来源于中国境内的所得，以及发生在中国境外但

与其所设机构、场所有实际联系的所得，缴纳企业所得税。

　　非居民企业在中国境内未设立机构、场所的，或者虽设立机构、场所但取得的所得与其所设机构、场所没有实际联系的，应

当就其来源于中国境内的所得缴纳企业所得税。

　　第四条　企业所得税的税率为25％。

　　非居民企业取得本法第三条第三款规定的所得，适用税率为20％。

第二章　应纳税所得额

 

　　第五条　企业每一纳税年度的收入总额，减除不征税收入、免税收入、各项扣除以及允许弥补的以前年度亏损后的余额，为

应纳税所得额。

　　第六条　企业以货币形式和非货币形式从各种来源取得的收入，为收入总额。包括：

　　（一）销售货物收入；

　　（二）提供劳务收入；

　　（三）转让财产收入；

　　（四）股息、红利等权益性投资收益；

　　（五）利息收入；

　　（六）租金收入；

　　（七）特许权使用费收入；

　　（八）接受捐赠收入；

　　（九）其他收入。

　　第七条　收入总额中的下列收入为不征税收入：

　　（一）财政拨款；

　　（二）依法收取并纳入财政管理的行政事业性收费、政府性基金；

　　（三）国务院规定的其他不征税收入。

　　第八条　企业实际发生的与取得收入有关的、合理的支出，包括成本、费用、税金、损失和其他支出，准予在计算应纳税所

得额时扣除。

　　第九条　企业发生的公益性捐赠支出，在年度利润总额12％以内的部分，准予在计算应纳税所得额时扣除；超过年度利润总

额12％的部分，准予结转以后三年内在计算应纳税所得额时扣除。

　　第十条　在计算应纳税所得额时，下列支出不得扣除：

　　（一）向投资者支付的股息、红利等权益性投资收益款项；

　　（二）企业所得税税款；

　　（三）税收滞纳金；

　　（四）罚金、罚款和被没收财物的损失；

　　（五）本法第九条规定以外的捐赠支出；

　　（六）赞助支出；
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　　（七）未经核定的准备金支出；

　　（八）与取得收入无关的其他支出。

　　第十一条　在计算应纳税所得额时，企业按照规定计算的固定资产折旧，准予扣除。

　　下列固定资产不得计算折旧扣除：

　　（一）房屋、建筑物以外未投入使用的固定资产；

　　（二）以经营租赁方式租入的固定资产；

　　（三）以融资租赁方式租出的固定资产；

　　（四）已足额提取折旧仍继续使用的固定资产；

　　（五）与经营活动无关的固定资产；

　　（六）单独估价作为固定资产入账的土地；

　　（七）其他不得计算折旧扣除的固定资产。

　　第十二条　在计算应纳税所得额时，企业按照规定计算的无形资产摊销费用，准予扣除。

　　下列无形资产不得计算摊销费用扣除：

　　（一）自行开发的支出已在计算应纳税所得额时扣除的无形资产；

　　（二）自创商誉；

　　（三）与经营活动无关的无形资产；

　　（四）其他不得计算摊销费用扣除的无形资产。

　　第十三条　在计算应纳税所得额时，企业发生的下列支出作为长期待摊费用，按照规定摊销的，准予扣除：

　　（一）已足额提取折旧的固定资产的改建支出；

　　（二）租入固定资产的改建支出；

　　（三）固定资产的大修理支出；

　　（四）其他应当作为长期待摊费用的支出。

　　第十四条　企业对外投资期间，投资资产的成本在计算应纳税所得额时不得扣除。

　　第十五条　企业使用或者销售存货，按照规定计算的存货成本，准予在计算应纳税所得额时扣除。

　　第十六条　企业转让资产，该项资产的净值，准予在计算应纳税所得额时扣除。

　　第十七条　企业在汇总计算缴纳企业所得税时，其境外营业机构的亏损不得抵减境内营业机构的盈利。

　　第十八条　企业纳税年度发生的亏损，准予向以后年度结转，用以后年度的所得弥补，但结转年限最长不得超过五年。

　　第十九条　非居民企业取得本法第三条第三款规定的所得，按照下列方法计算其应纳税所得额：

　　（一）股息、红利等权益性投资收益和利息、租金、特许权使用费所得，以收入全额为应纳税所得额；

　　（二）转让财产所得，以收入全额减除财产净值后的余额为应纳税所得额；

　　（三）其他所得，参照前两项规定的方法计算应纳税所得额。

　　第二十条　本章规定的收入、扣除的具体范围、标准和资产的税务处理的具体办法，由国务院财政、税务主管部门规定。

　　第二十一条　在计算应纳税所得额时，企业财务、会计处理办法与税收法律、行政法规的规定不一致的，应当依照税收法

律、行政法规的规定计算。

第三章　应　纳　税　额
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　　第二十二条　企业的应纳税所得额乘以适用税率，减除依照本法关于税收优惠的规定减免和抵免的税额后的余额，为应纳税

额。

　　第二十三条　企业取得的下列所得已在境外缴纳的所得税税额，可以从其当期应纳税额中抵免，抵免限额为该项所得依照本

法规定计算的应纳税额；超过抵免限额的部分，可以在以后五个年度内，用每年度抵免限额抵免当年应抵税额后的余额进行抵

补：

　　（一）居民企业来源于中国境外的应税所得；

　　（二）非居民企业在中国境内设立机构、场所，取得发生在中国境外但与该机构、场所有实际联系的应税所得。

　　第二十四条　居民企业从其直接或者间接控制的外国企业分得的来源于中国境外的股息、红利等权益性投资收益，外国企业

在境外实际缴纳的所得税税额中属于该项所得负担的部分，可以作为该居民企业的可抵免境外所得税税额，在本法第二十三条规

定的抵免限额内抵免。

 

第四章　税　收　优　惠

　　第二十五条　国家对重点扶持和鼓励发展的产业和项目，给予企业所得税优惠。

　　第二十六条　企业的下列收入为免税收入：

　　（一）国债利息收入；

　　（二）符合条件的居民企业之间的股息、红利等权益性投资收益；

　　（三）在中国境内设立机构、场所的非居民企业从居民企业取得与该机构、场所有实际联系的股息、红利等权益性投资收

益；

　　（四）符合条件的非营利组织的收入。

　　第二十七条　企业的下列所得，可以免征、减征企业所得税：

　　（一）从事农、林、牧、渔业项目的所得；

　　（二）从事国家重点扶持的公共基础设施项目投资经营的所得；

　　（三）从事符合条件的环境保护、节能节水项目的所得；

　　（四）符合条件的技术转让所得；

　　（五）本法第三条第三款规定的所得。

　　第二十八条　符合条件的小型微利企业，减按20％的税率征收企业所得税。

　　国家需要重点扶持的高新技术企业，减按15％的税率征收企业所得税。

　　第二十九条　民族自治地方的自治机关对本民族自治地方的企业应缴纳的企业所得税中属于地方分享的部分，可以决定减征

或者免征。自治州、自治县决定减征或者免征的，须报省、自治区、直辖市人民政府批准。

　　第三十条　企业的下列支出，可以在计算应纳税所得额时加计扣除：

　　（一）开发新技术、新产品、新工艺发生的研究开发费用；

　　（二）安置残疾人员及国家鼓励安置的其他就业人员所支付的工资。

　　第三十一条　创业投资企业从事国家需要重点扶持和鼓励的创业投资，可以按投资额的一定比例抵扣应纳税所得额。

　　第三十二条　企业的固定资产由于技术进步等原因，确需加速折旧的，可以缩短折旧年限或者采取加速折旧的方法。
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　　第三十三条　企业综合利用资源，生产符合国家产业政策规定的产品所取得的收入，可以在计算应纳税所得额时减计收入。

　　第三十四条　企业购置用于环境保护、节能节水、安全生产等专用设备的投资额，可以按一定比例实行税额抵免。

　　第三十五条　本法规定的税收优惠的具体办法，由国务院规定。

　　第三十六条　根据国民经济和社会发展的需要，或者由于突发事件等原因对企业经营活动产生重大影响的，国务院可以制定

企业所得税专项优惠政策，报全国人民代表大会常务委员会备案。

第五章　源　泉　扣　缴

　　第三十七条　对非居民企业取得本法第三条第三款规定的所得应缴纳的所得税，实行源泉扣缴，以支付人为扣缴义务人。税

款由扣缴义务人在每次支付或者到期应支付时，从支付或者到期应支付的款项中扣缴。

　　第三十八条　对非居民企业在中国境内取得工程作业和劳务所得应缴纳的所得税，税务机关可以指定工程价款或者劳务费的

支付人为扣缴义务人。

　　第三十九条　依照本法第三十七条、第三十八条规定应当扣缴的所得税，扣缴义务人未依法扣缴或者无法履行扣缴义务的，

由纳税人在所得发生地缴纳。纳税人未依法缴纳的，税务机关可以从该纳税人在中国境内其他收入项目的支付人应付的款项中，

追缴该纳税人的应纳税款。

　　第四十条　扣缴义务人每次代扣的税款，应当自代扣之日起七日内缴入国库，并向所在地的税务机关报送扣缴企业所得税报

告表。

第六章　特别纳税调整

　　第四十一条　企业与其关联方之间的业务往来，不符合独立交易原则而减少企业或者其关联方应纳税收入或者所得额的，税

务机关有权按照合理方法调整。

　　企业与其关联方共同开发、受让无形资产，或者共同提供、接受劳务发生的成本，在计算应纳税所得额时应当按照独立交易

原则进行分摊。

　　第四十二条　企业可以向税务机关提出与其关联方之间业务往来的定价原则和计算方法，税务机关与企业协商、确认后，达

成预约定价安排。

　　第四十三条　企业向税务机关报送年度企业所得税纳税申报表时，应当就其与关联方之间的业务往来，附送年度关联业务往

来报告表。

　　税务机关在进行关联业务调查时，企业及其关联方，以及与关联业务调查有关的其他企业，应当按照规定提供相关资料。

　　第四十四条　企业不提供与其关联方之间业务往来资料，或者提供虚假、不完整资料，未能真实反映其关联业务往来情况

的，税务机关有权依法核定其应纳税所得额。

　　第四十五条　由居民企业，或者由居民企业和中国居民控制的设立在实际税负明显低于本法第四条第一款规定税率水平的国

家（地区）的企业，并非由于合理的经营需要而对利润不作分配或者减少分配的，上述利润中应归属于该居民企业的部分，应当

计入该居民企业的当期收入。

　　第四十六条　企业从其关联方接受的债权性投资与权益性投资的比例超过规定标准而发生的利息支出，不得在计算应纳税所

得额时扣除。
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　　第四十七条　企业实施其他不具有合理商业目的的安排而减少其应纳税收入或者所得额的，税务机关有权按照合理方法调

整。

　　第四十八条　税务机关依照本章规定作出纳税调整，需要补征税款的，应当补征税款，并按照国务院规定加收利息。

第七章　征　收　管　理

　　第四十九条　企业所得税的征收管理除本法规定外，依照《中华人民共和国税收征收管理法》的规定执行。

　　第五十条　除税收法律、行政法规另有规定外，居民企业以企业登记注册地为纳税地点；但登记注册地在境外的，以实际管

理机构所在地为纳税地点。

　　居民企业在中国境内设立不具有法人资格的营业机构的，应当汇总计算并缴纳企业所得税。

　　第五十一条　非居民企业取得本法第三条第二款规定的所得，以机构、场所所在地为纳税地点。非居民企业在中国境内设立

两个或者两个以上机构、场所，符合国务院税务主管部门规定条件的，可以选择由其主要机构、场所汇总缴纳企业所得税。

　　非居民企业取得本法第三条第三款规定的所得，以扣缴义务人所在地为纳税地点。

　　第五十二条　除国务院另有规定外，企业之间不得合并缴纳企业所得税。

　　第五十三条　企业所得税按纳税年度计算。纳税年度自公历1月1日起至12月31日止。

　　企业在一个纳税年度中间开业，或者终止经营活动，使该纳税年度的实际经营期不足十二个月的，应当以其实际经营期为一

个纳税年度。

　　企业依法清算时，应当以清算期间作为一个纳税年度。

　　第五十四条　企业所得税分月或者分季预缴。

　　企业应当自月份或者季度终了之日起十五日内，向税务机关报送预缴企业所得税纳税申报表，预缴税款。

　　企业应当自年度终了之日起五个月内，向税务机关报送年度企业所得税纳税申报表，并汇算清缴，结清应缴应退税款。

　　企业在报送企业所得税纳税申报表时，应当按照规定附送财务会计报告和其他有关资料。

　　第五十五条　企业在年度中间终止经营活动的，应当自实际经营终止之日起六十日内，向税务机关办理当期企业所得税汇算

清缴。

　　企业应当在办理注销登记前，就其清算所得向税务机关申报并依法缴纳企业所得税。

　　第五十六条　依照本法缴纳的企业所得税，以人民币计算。所得以人民币以外的货币计算的，应当折合成人民币计算并缴纳

税款。

第八章　附　　则

　　第五十七条　本法公布前已经批准设立的企业，依照当时的税收法律、行政法规规定，享受低税率优惠的，按照国务院规

定，可以在本法施行后五年内，逐步过渡到本法规定的税率；享受定期减免税优惠的，按照国务院规定，可以在本法施行后继续

享受到期满为止，但因未获利而尚未享受优惠的，优惠期限从本法施行年度起计算。

　　法律设置的发展对外经济合作和技术交流的特定地区内，以及国务院已规定执行上述地区特殊政策的地区内新设立的国家需

要重点扶持的高新技术企业，可以享受过渡性税收优惠，具体办法由国务院规定。

　　国家已确定的其他鼓励类企业，可以按照国务院规定享受减免税优惠。
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网站纠错

　　第五十八条　中华人民共和国政府同外国政府订立的有关税收的协定与本法有不同规定的，依照协定的规定办理。

　　第五十九条　国务院根据本法制定实施条例。

　　第六十条　本法自2008年1月1日起施行。1991年4月9日第七届全国人民代表大会第四次会议通过的《中华人民共和国外商

投资企业和外国企业所得税法》和1993年12月13日国务院发布的《中华人民共和国企业所得税暂行条例》同时废止。
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STATE of NEW YORK  )
) ss:

COUNTY of NEW YORK )

CERTIFICATE OF ACCURACY

This is to certify that the following1, originally written in Chinese, is to the best of our
knowledge and belief, a true, accurate and complete translation into English.

Dated: January 21, 2020

__________________
Seth Wargo
Consortra Translations

Sworn to and signed before ME this
________ day of ____________,
2020.

_____________________________
Notary Public

1 Translation includes the name/date of the source and/or the relevant material from the source



February 4, 2016

(3) Responsible for selecting the review experts (including technical experts and financial experts)

involved in the identification work and strengthening the supervision and management;

(4) Responsible for supervising and inspecting the identified enterprises; accepting, verifying, and

processing the review applications and related reports; and implementing the rectification

recommendations proposed by the leading group and its office;

(5) Complete other tasks assigned by the office of the leading group.

TechEnterprises

Notice of the Ministry of Science and Technology, the Ministry of Finance, and the State Administration
of Taxation on Revising and Issuing the Administrative Measures for the Identification of High and New

Article  2  The  high and new tech  enterprises  mentioned  in  these  measures  refer  to  the  resident  

enterprises  registered  in  China  (excluding  Hong  Kong,  Macao,  and  Taiwan)  that  conduct 

continuous  R&D  and transformation  of  technological  achievements  in  the  “High and New  Tech  Fields 

with Special Support from the  State” to  create  the  core  independent  intellectual  property  rights  of  

the  enterprises  and carry out businessactivities based on them.

Article 8 The administrative departments of science and technology in each province, autonomous

region, municipality directly under the Central Government, and municipality separately listed in the state

plan shall, together with the finance and taxation departments at the same levels, form the local high 

and  new tech  enterprise  identification  management  agencies  (hereinafter  referred  to  as  “the 

identification agencies”).  The  identification  agencies  shall  have  an  office  consisting  of  the  relevant 

personnel  from the departments  of  science  and technology,  finance,  and taxation at  other  levels 

of the province and municipality separately listed in the state plan, and the office shall be set up 

in  the  administrative departments  in  charge  of  the  science  and  technology  of  the  provinces  and 

municipalities  separately  listed in the state plan.  The main responsibilities  of  the identification agencies 

are: (1) Responsible for the identification of high and new  tech enterprises in its administrative region 

and submit the report on the management of the identification of high and new tech enterprises in the 

region to the office of the leading group each year;

(2)  Responsible  for  submitting  the  identified  high and new  tech  enterprises  to  the  office  of  the 

leading groupfor the record and issuing the high and new tech enterprise certificates to the enterprises

that have been put onthe record;



Article  9  The  qualifications  of  the  high and new  tech  enterprises  that  have  passed  the 

identification shall bevalid for three years from the date of issue of the certificate.
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科技部 财政部 国家税务总局关于修订印发《高新技术企业认定管理办法》的通知

日期：2016年02月04日      来源：科技部

国科发火〔2016〕32号

各省、自治区、直辖市及计划单列市科技厅（委、局）、财政厅（局）、国家税务局、地方税务局：

    根据《中华人民共和国企业所得税法》及其实施条例有关规定，为加大对科技型企业特别是中小企业的政策

扶持，有力推动大众创业、万众创新，培育创造新技术、新业态和提供新供给的生力军，促进经济升级发展，

科技部、财政部、国家税务总局对《高新技术企业认定管理办法》进行了修订完善。经国务院批准，现将新修

订的《高新技术企业认定管理办法》印发给你们，请遵照执行。

                                          科 技 部    财 政 部    国家税务总局

                                                       2016年1月29日

高新技术企业认定管理办法

第一章  总  则

    第一条  为扶持和鼓励高新技术企业发展，根据《中华人民共和国企业所得税法》（以下称《企业所得税

法》）、《中华人民共和国企业所得税法实施条例》（以下称《实施条例》）有关规定，特制定本办法。

    第二条  本办法所称的高新技术企业是指：在《国家重点支持的高新技术领域》内，持续进行研究开发与技

术成果转化，形成企业核心自主知识产权，并以此为基础开展经营活动，在中国境内（不包括港、澳、台地

区）注册的居民企业。

    第三条 高新技术企业认定管理工作应遵循突出企业主体、鼓励技术创新、实施动态管理、坚持公平公正的原

则。

    第四条 依据本办法认定的高新技术企业，可依照《企业所得税法》及其《实施条例》、《中华人民共和国税

收征收管理法》（以下称《税收征管法》）及《中华人民共和国税收征收管理法实施细则》（以下称《实施细

则》）等有关规定，申报享受税收优惠政策。

    第五条 科技部、财政部、税务总局负责全国高新技术企业认定工作的指导、管理和监督。

第二章  组织与实施

    第六条  科技部、财政部、税务总局组成全国高新技术企业认定管理工作领导小组（以下称“领导小

组”），其主要职责为：

    （一）确定全国高新技术企业认定管理工作方向，审议高新技术企业认定管理工作报告；

    （二）协调、解决认定管理及相关政策落实中的重大问题；

    （三）裁决高新技术企业认定管理事项中的重大争议，监督、检查各地区认定管理工作，对发现的问题指导

整改。

    第七条 领导小组下设办公室，由科技部、财政部、税务总局相关人员组成，办公室设在科技部，其主要职责
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为：

    （一）提交高新技术企业认定管理工作报告，研究提出政策完善建议；

    （二）指导各地区高新技术企业认定管理工作，组织开展对高新技术企业认定管理工作的监督检查，对发现

的问题提出整改处理建议；

    （三）负责各地区高新技术企业认定工作的备案管理，公布认定的高新技术企业名单，核发高新技术企业证

书编号；

    （四）建设并管理“高新技术企业认定管理工作网”；

    （五）完成领导小组交办的其他工作。

    第八条  各省、自治区、直辖市、计划单列市科技行政管理部门同本级财政、税务部门组成本地区高新技术

企业认定管理机构（以下称“认定机构”）。认定机构下设办公室，由省级、计划单列市科技、财政、税务部

门相关人员组成，办公室设在省级、计划单列市科技行政主管部门。认定机构主要职责为：

    （一）负责本行政区域内的高新技术企业认定工作，每年向领导小组办公室提交本地区高新技术企业认定管

理工作报告；

    （二）负责将认定后的高新技术企业按要求报领导小组办公室备案，对通过备案的企业颁发高新技术企业证

书；

    （三）负责遴选参与认定工作的评审专家（包括技术专家和财务专家），并加强监督管理；

    （四）负责对已认定企业进行监督检查，受理、核实并处理复核申请及有关举报等事项，落实领导小组及其

办公室提出的整改建议；

    （五）完成领导小组办公室交办的其他工作。

    第九条 通过认定的高新技术企业，其资格自颁发证书之日起有效期为三年。

    第十条 企业获得高新技术企业资格后，自高新技术企业证书颁发之日所在年度起享受税收优惠，可依照本办

法第四条的规定到主管税务机关办理税收优惠手续。

    

第三章  认定条件与程序

    第十一条  认定为高新技术企业须同时满足以下条件：

    （一）企业申请认定时须注册成立一年以上；

    （二）企业通过自主研发、受让、受赠、并购等方式，获得对其主要产品（服务）在技术上发挥核心支持作

用的知识产权的所有权；

    （三）对企业主要产品（服务）发挥核心支持作用的技术属于《国家重点支持的高新技术领域》规定的范

围；

    （四）企业从事研发和相关技术创新活动的科技人员占企业当年职工总数的比例不低于10%；

    （五）企业近三个会计年度（实际经营期不满三年的按实际经营时间计算，下同）的研究开发费用总额占同

期销售收入总额的比例符合如下要求：

    1. 最近一年销售收入小于5,000万元（含）的企业，比例不低于5%；

    2. 最近一年销售收入在5,000万元至2亿元（含）的企业，比例不低于4%；

    3. 最近一年销售收入在2亿元以上的企业，比例不低于3%。

    其中，企业在中国境内发生的研究开发费用总额占全部研究开发费用总额的比例不低于60%； 

    （六）近一年高新技术产品（服务）收入占企业同期总收入的比例不低于60%；

    （七）企业创新能力评价应达到相应要求；

    （八）企业申请认定前一年内未发生重大安全、重大质量事故或严重环境违法行为。

    第十二条  高新技术企业认定程序如下：

    （一）企业申请

    企业对照本办法进行自我评价。认为符合认定条件的在“高新技术企业认定管理工作网”注册登记，向认定

机构提出认定申请。申请时提交下列材料：

    1. 高新技术企业认定申请书；

    2. 证明企业依法成立的相关注册登记证件；

    3. 知识产权相关材料、科研项目立项证明、科技成果转化、研究开发的组织管理等相关材料；

    4. 企业高新技术产品（服务）的关键技术和技术指标、生产批文、认证认可和相关资质证书、产品质量检验
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报告等相关材料；

    5. 企业职工和科技人员情况说明材料；

    6. 经具有资质的中介机构出具的企业近三个会计年度研究开发费用和近一个会计年度高新技术产品（服务）

收入专项审计或鉴证报告，并附研究开发活动说明材料；

    7. 经具有资质的中介机构鉴证的企业近三个会计年度的财务会计报告（包括会计报表、会计报表附注和财务

情况说明书）；

    8. 近三个会计年度企业所得税年度纳税申报表。

    （二）专家评审

    认定机构应在符合评审要求的专家中，随机抽取组成专家组。专家组对企业申报材料进行评审，提出评审意

见。

    （三）审查认定

    认定机构结合专家组评审意见，对申请企业进行综合审查，提出认定意见并报领导小组办公室。认定企业由

领导小组办公室在“高新技术企业认定管理工作网”公示10个工作日，无异议的，予以备案，并在“高新技术

企业认定管理工作网”公告，由认定机构向企业颁发统一印制的“高新技术企业证书”；有异议的，由认定机

构进行核实处理。

    第十三条 企业获得高新技术企业资格后，应每年5月底前在“高新技术企业认定管理工作网”填报上一年度

知识产权、科技人员、研发费用、经营收入等年度发展情况报表。

    第十四条 对于涉密企业，按照国家有关保密工作规定，在确保涉密信息安全的前提下，按认定工作程序组织

认定。

    

第四章  监督管理

    第十五条  科技部、财政部、税务总局建立随机抽查和重点检查机制，加强对各地高新技术企业认定管理工

作的监督检查。对存在问题的认定机构提出整改意见并限期改正，问题严重的给予通报批评，逾期不改的暂停

其认定管理工作。

    第十六条 对已认定的高新技术企业，有关部门在日常管理过程中发现其不符合认定条件的，应提请认定机构

复核。复核后确认不符合认定条件的，由认定机构取消其高新技术企业资格，并通知税务机关追缴其不符合认

定条件年度起已享受的税收优惠。

    第十七条 高新技术企业发生更名或与认定条件有关的重大变化（如分立、合并、重组以及经营业务发生变化

等）应在三个月内向认定机构报告。经认定机构审核符合认定条件的，其高新技术企业资格不变，对于企业更

名的，重新核发认定证书，编号与有效期不变；不符合认定条件的，自更名或条件变化年度起取消其高新技术

企业资格。

    第十八条 跨认定机构管理区域整体迁移的高新技术企业，在其高新技术企业资格有效期内完成迁移的，其资

格继续有效；跨认定机构管理区域部分搬迁的，由迁入地认定机构按照本办法重新认定。

    第十九条 已认定的高新技术企业有下列行为之一的，由认定机构取消其高新技术企业资格：

    （一）在申请认定过程中存在严重弄虚作假行为的；

    （二）发生重大安全、重大质量事故或有严重环境违法行为的；

    （三）未按期报告与认定条件有关重大变化情况，或累计两年未填报年度发展情况报表的。

    对被取消高新技术企业资格的企业，由认定机构通知税务机关按《税收征管法》及有关规定，追缴其自发生

上述行为之日所属年度起已享受的高新技术企业税收优惠。

    第二十条 参与高新技术企业认定工作的各类机构和人员对所承担的有关工作负有诚信、合规、保密义务。违

反高新技术企业认定工作相关要求和纪律的，给予相应处理。

    

第五章  附  则

    第二十一条 科技部、财政部、税务总局根据本办法另行制定《高新技术企业认定管理工作指引》。

    第二十二条  本办法由科技部、财政部、税务总局负责解释。

    第二十三条  本办法自2016年1月1日起实施。原《高新技术企业认定管理办法》（国科发火[2008]172号）

同时废止。
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EXHIBIT C



STATE of NEW YORK  )
) ss:

COUNTY of NEW YORK )

CERTIFICATE OF ACCURACY

This is to certify that the following1, originally written in Chinese, is to the best of our
knowledge and belief, a true, accurate and complete translation into English.

Dated: January 21, 2020

__________________
Seth Wargo
Consortra Translations

Sworn to and signed before ME this
________ day of ____________,
2020.

_____________________________
Notary Public

1 Translation includes the name/date of the source and/or the relevant material from the source



Regulations of the People’s Republic of China on the Implementation of the Enterprise Income Tax
Law

April 22, 2019

Article  95  The  super-deduction  of  the  R&D  expenses  mentioned  in  Article  30(1)  of  the

Enterprise Income Tax Law refers to the R&D expenses incurred by an enterprise for the development of

new technologies, new products, and new processes. If they have not been formed into intangible assets

and included in the current profit and loss, it shall be additionally deducted at 50% of the R&D expenses 

based  on  the actual  deduction  in  accordance  with  the  regulations;  if  they  have  been  formed  into 

intangible assets, itshall be amortized at 150% of the cost of the intangible asset.
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中华人民共和国企业所得税法实施条例

　　

全文有效   成文日期:2019-4-22

字体：【大】【中】【小】

（2007年11月28日国务院第197次常务会议通过，2019年4月23日中华人民共和国国务院令第714号修订。）

 

中华人民共和国企业所得税法实施条例

 

　　第一章　总　　则

　　第一条　根据《中华人民共和国企业所得税法》(以下简称企业所得税法)的规定，制定本条例。

　　第二条　企业所得税法第一条所称个人独资企业、合伙企业，是指依照中国法律、行政法规成立的个人独资企业、合伙企

业。

　　第三条　企业所得税法第二条所称依法在中国境内成立的企业，包括依照中国法律、行政法规在中国境内成立的企业、事业

单位、社会团体以及其他取得收入的组织。

　　企业所得税法第二条所称依照外国(地区)法律成立的企业，包括依照外国(地区)法律成立的企业和其他取得收入的组织。

　　第四条　企业所得税法第二条所称实际管理机构，是指对企业的生产经营、人员、账务、财产等实施实质性全面管理和控制

的机构。

　　第五条　企业所得税法第二条第三款所称机构、场所，是指在中国境内从事生产经营活动的机构、场所，包括：

　　(一)管理机构、营业机构、办事机构；

　　(二)工厂、农场、开采自然资源的场所；

　　(三)提供劳务的场所；

　　(四)从事建筑、安装、装配、修理、勘探等工程作业的场所；

　　(五)其他从事生产经营活动的机构、场所。

　　非居民企业委托营业代理人在中国境内从事生产经营活动的，包括委托单位或者个人经常代其签订合同，或者储存、交付货

物等，该营业代理人视为非居民企业在中国境内设立的机构、场所。

　　第六条　企业所得税法第三条所称所得，包括销售货物所得、提供劳务所得、转让财产所得、股息红利等权益性投资所得、

利息所得、租金所得、特许权使用费所得、接受捐赠所得和其他所得。

　　第七条　企业所得税法第三条所称来源于中国境内、境外的所得，按照以下原则确定：

　　(一)销售货物所得，按照交易活动发生地确定；
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　　(二)提供劳务所得，按照劳务发生地确定；

　　(三)转让财产所得，不动产转让所得按照不动产所在地确定，动产转让所得按照转让动产的企业或者机构、场所所在地确

定，权益性投资资产转让所得按照被投资企业所在地确定；

　　(四)股息、红利等权益性投资所得，按照分配所得的企业所在地确定；

　　(五)利息所得、租金所得、特许权使用费所得，按照负担、支付所得的企业或者机构、场所所在地确定，或者按照负担、支

付所得的个人的住所地确定；

　　(六)其他所得，由国务院财政、税务主管部门确定。

　　第八条　企业所得税法第三条所称实际联系，是指非居民企业在中国境内设立的机构、场所拥有据以取得所得的股权、债

权，以及拥有、管理、控制据以取得所得的财产等。

　　第二章　应纳税所得额

　　第一节　一般规定

　　第九条　企业应纳税所得额的计算，以权责发生制为原则，属于当期的收入和费用，不论款项是否收付，均作为当期的收入

和费用；不属于当期的收入和费用，即使款项已经在当期收付，均不作为当期的收入和费用。本条例和国务院财政、税务主管部

门另有规定的除外。

　　第十条　企业所得税法第五条所称亏损，是指企业依照企业所得税法和本条例的规定将每一纳税年度的收入总额减除不征税

收入、免税收入和各项扣除后小于零的数额。

　　第十一条　企业所得税法第五十五条所称清算所得，是指企业的全部资产可变现价值或者交易价格减除资产净值、清算费用

以及相关税费等后的余额。

　　投资方企业从被清算企业分得的剩余资产，其中相当于从被清算企业累计未分配利润和累计盈余公积中应当分得的部分，应

当确认为股息所得；剩余资产减除上述股息所得后的余额，超过或者低于投资成本的部分，应当确认为投资资产转让所得或者损

失。

　　第二节　收　　入

　　第十二条　企业所得税法第六条所称企业取得收入的货币形式，包括现金、存款、应收账款、应收票据、准备持有至到期的

债券投资以及债务的豁免等。

　　企业所得税法第六条所称企业取得收入的非货币形式，包括固定资产、生物资产、无形资产、股权投资、存货、不准备持有

至到期的债券投资、劳务以及有关权益等。

　　第十三条　企业所得税法第六条所称企业以非货币形式取得的收入，应当按照公允价值确定收入额。

　　前款所称公允价值，是指按照市场价格确定的价值。

　　第十四条　企业所得税法第六条第(一)项所称销售货物收入，是指企业销售商品、产品、原材料、包装物、低值易耗品以及

其他存货取得的收入。

　　第十五条　企业所得税法第六条第(二)项所称提供劳务收入，是指企业从事建筑安装、修理修配、交通运输、仓储租赁、金

融保险、邮电通信、咨询经纪、文化体育、科学研究、技术服务、教育培训、餐饮住宿、中介代理、卫生保健、社区服务、旅

游、娱乐、加工以及其他劳务服务活动取得的收入。

　　第十六条　企业所得税法第六条第(三)项所称转让财产收入，是指企业转让固定资产、生物资产、无形资产、股权、债权等

财产取得的收入。



1/27/2020 中华人民共和国企业所得税法实施条例

www.chinatax.gov.cn/chinatax/n810346/n810825/c101434/c28479831/content.html 3/14

　　第十七条　企业所得税法第六条第(四)项所称股息、红利等权益性投资收益，是指企业因权益性投资从被投资方取得的收

入。

　　股息、红利等权益性投资收益，除国务院财政、税务主管部门另有规定外，按照被投资方作出利润分配决定的日期确认收入

的实现。

　　第十八条　企业所得税法第六条第(五)项所称利息收入，是指企业将资金提供他人使用但不构成权益性投资，或者因他人占

用本企业资金取得的收入，包括存款利息、贷款利息、债券利息、欠款利息等收入。

　　利息收入，按照合同约定的债务人应付利息的日期确认收入的实现。

　　第十九条　企业所得税法第六条第(六)项所称租金收入，是指企业提供固定资产、包装物或者其他有形资产的使用权取得的

收入。

　　租金收入，按照合同约定的承租人应付租金的日期确认收入的实现。

　　第二十条　企业所得税法第六条第(七)项所称特许权使用费收入，是指企业提供专利权、非专利技术、商标权、著作权以及

其他特许权的使用权取得的收入。

　　特许权使用费收入，按照合同约定的特许权使用人应付特许权使用费的日期确认收入的实现。

　　第二十一条　企业所得税法第六条第(八)项所称接受捐赠收入，是指企业接受的来自其他企业、组织或者个人无偿给予的货

币性资产、非货币性资产。

　　接受捐赠收入，按照实际收到捐赠资产的日期确认收入的实现。

　　第二十二条　企业所得税法第六条第(九)项所称其他收入，是指企业取得的除企业所得税法第六条第(一)项至第(八)项规定的

收入外的其他收入，包括企业资产溢余收入、逾期未退包装物押金收入、确实无法偿付的应付款项、已作坏账损失处理后又收回

的应收款项、债务重组收入、补贴收入、违约金收入、汇兑收益等。

　　第二十三条　企业的下列生产经营业务可以分期确认收入的实现：

　　(一)以分期收款方式销售货物的，按照合同约定的收款日期确认收入的实现；

　　(二)企业受托加工制造大型机械设备、船舶、飞机，以及从事建筑、安装、装配工程业务或者提供其他劳务等，持续时间超

过12个月的，按照纳税年度内完工进度或者完成的工作量确认收入的实现。

　　第二十四条　采取产品分成方式取得收入的，按照企业分得产品的日期确认收入的实现，其收入额按照产品的公允价值确

定。

　　第二十五条　企业发生非货币性资产交换，以及将货物、财产、劳务用于捐赠、偿债、赞助、集资、广告、样品、职工福利

或者利润分配等用途的，应当视同销售货物、转让财产或者提供劳务，但国务院财政、税务主管部门另有规定的除外。

　　第二十六条　企业所得税法第七条第(一)项所称财政拨款，是指各级人民政府对纳入预算管理的事业单位、社会团体等组织

拨付的财政资金，但国务院和国务院财政、税务主管部门另有规定的除外。

　　企业所得税法第七条第(二)项所称行政事业性收费，是指依照法律法规等有关规定，按照国务院规定程序批准，在实施社会

公共管理，以及在向公民、法人或者其他组织提供特定公共服务过程中，向特定对象收取并纳入财政管理的费用。

　　企业所得税法第七条第(二)项所称政府性基金，是指企业依照法律、行政法规等有关规定，代政府收取的具有专项用途的财

政资金。

　　企业所得税法第七条第(三)项所称国务院规定的其他不征税收入，是指企业取得的，由国务院财政、税务主管部门规定专项

用途并经国务院批准的财政性资金。

　　第三节　扣　　除
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　　第二十七条　企业所得税法第八条所称有关的支出，是指与取得收入直接相关的支出。

　　企业所得税法第八条所称合理的支出，是指符合生产经营活动常规，应当计入当期损益或者有关资产成本的必要和正常的支

出。

　　第二十八条　企业发生的支出应当区分收益性支出和资本性支出。收益性支出在发生当期直接扣除；资本性支出应当分期扣

除或者计入有关资产成本，不得在发生当期直接扣除。

　　企业的不征税收入用于支出所形成的费用或者财产，不得扣除或者计算对应的折旧、摊销扣除。

　　除企业所得税法和本条例另有规定外，企业实际发生的成本、费用、税金、损失和其他支出，不得重复扣除。

　　第二十九条　企业所得税法第八条所称成本，是指企业在生产经营活动中发生的销售成本、销货成本、业务支出以及其他耗

费。

　　第三十条　企业所得税法第八条所称费用，是指企业在生产经营活动中发生的销售费用、管理费用和财务费用，已经计入成

本的有关费用除外。

　　第三十一条　企业所得税法第八条所称税金，是指企业发生的除企业所得税和允许抵扣的增值税以外的各项税金及其附加。

　　第三十二条　企业所得税法第八条所称损失，是指企业在生产经营活动中发生的固定资产和存货的盘亏、毁损、报废损失，

转让财产损失，呆账损失，坏账损失，自然灾害等不可抗力因素造成的损失以及其他损失。

　　企业发生的损失，减除责任人赔偿和保险赔款后的余额，依照国务院财政、税务主管部门的规定扣除。

　　企业已经作为损失处理的资产，在以后纳税年度又全部收回或者部分收回时，应当计入当期收入。

　　第三十三条　企业所得税法第八条所称其他支出，是指除成本、费用、税金、损失外，企业在生产经营活动中发生的与生产

经营活动有关的、合理的支出。

　　第三十四条　企业发生的合理的工资、薪金支出，准予扣除。

　　前款所称工资、薪金，是指企业每一纳税年度支付给在本企业任职或者受雇的员工的所有现金形式或者非现金形式的劳动报

酬，包括基本工资、奖金、津贴、补贴、年终加薪、加班工资，以及与员工任职或者受雇有关的其他支出。

　　第三十五条　企业依照国务院有关主管部门或者省级人民政府规定的范围和标准为职工缴纳的基本养老保险费、基本医疗保

险费、失业保险费、工伤保险费、生育保险费等基本社会保险费和住房公积金，准予扣除。

　　企业为投资者或者职工支付的补充养老保险费、补充医疗保险费，在国务院财政、税务主管部门规定的范围和标准内，准予

扣除。

　　第三十六条　除企业依照国家有关规定为特殊工种职工支付的人身安全保险费和国务院财政、税务主管部门规定可以扣除的

其他商业保险费外，企业为投资者或者职工支付的商业保险费，不得扣除。

　　第三十七条　企业在生产经营活动中发生的合理的不需要资本化的借款费用，准予扣除。

　　企业为购置、建造固定资产、无形资产和经过12个月以上的建造才能达到预定可销售状态的存货发生借款的，在有关资产购

置、建造期间发生的合理的借款费用，应当作为资本性支出计入有关资产的成本，并依照本条例的规定扣除。

　　第三十八条　企业在生产经营活动中发生的下列利息支出，准予扣除：

　　(一)非金融企业向金融企业借款的利息支出、金融企业的各项存款利息支出和同业拆借利息支出、企业经批准发行债券的利

息支出；

　　(二)非金融企业向非金融企业借款的利息支出，不超过按照金融企业同期同类贷款利率计算的数额的部分。

　　第三十九条　企业在货币交易中，以及纳税年度终了时将人民币以外的货币性资产、负债按照期末即期人民币汇率中间价折

算为人民币时产生的汇兑损失，除已经计入有关资产成本以及与向所有者进行利润分配相关的部分外，准予扣除。
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　　第四十条　企业发生的职工福利费支出，不超过工资、薪金总额14%的部分，准予扣除。

　　第四十一条　企业拨缴的工会经费，不超过工资、薪金总额2%的部分，准予扣除。

　　第四十二条　除国务院财政、税务主管部门另有规定外，企业发生的职工教育经费支出，不超过工资、薪金总额2.5%的部

分，准予扣除；超过部分，准予在以后纳税年度结转扣除。

　　第四十三条　企业发生的与生产经营活动有关的业务招待费支出，按照发生额的60%扣除，但最高不得超过当年销售(营业)

收入的5‰。

　　第四十四条　企业发生的符合条件的广告费和业务宣传费支出，除国务院财政、税务主管部门另有规定外，不超过当年销售

(营业)收入15%的部分，准予扣除；超过部分，准予在以后纳税年度结转扣除。

　　第四十五条　企业依照法律、行政法规有关规定提取的用于环境保护、生态恢复等方面的专项资金，准予扣除。上述专项资

金提取后改变用途的，不得扣除。

　　第四十六条　企业参加财产保险，按照规定缴纳的保险费，准予扣除。

　　第四十七条　企业根据生产经营活动的需要租入固定资产支付的租赁费，按照以下方法扣除：

　　(一)以经营租赁方式租入固定资产发生的租赁费支出，按照租赁期限均匀扣除；

　　(二)以融资租赁方式租入固定资产发生的租赁费支出，按照规定构成融资租入固定资产价值的部分应当提取折旧费用，分期

扣除。

　　第四十八条　企业发生的合理的劳动保护支出，准予扣除。

　　第四十九条　企业之间支付的管理费、企业内营业机构之间支付的租金和特许权使用费，以及非银行企业内营业机构之间支

付的利息，不得扣除。

　　第五十条　非居民企业在中国境内设立的机构、场所，就其中国境外总机构发生的与该机构、场所生产经营有关的费用，能

够提供总机构出具的费用汇集范围、定额、分配依据和方法等证明文件，并合理分摊的，准予扣除。

　　第五十一条　企业所得税法第九条所称公益性捐赠，是指企业通过公益性社会组织或者县级以上人民政府及其部门，用于符

合法律规定的慈善活动、公益事业的捐赠。

　　第五十二条　本条例第五十一条所称公益性社会组织，是指同时符合下列条件的慈善组织以及其他社会组织：

　　（一）依法登记，具有法人资格；

　　（二）以发展公益事业为宗旨，且不以营利为目的；

　　（三）全部资产及其增值为该法人所有；

　　（四）收益和营运结余主要用于符合该法人设立目的的事业；

　　（五）终止后的剩余财产不归属任何个人或者营利组织；

　　（六）不经营与其设立目的无关的业务；

　　（七）有健全的财务会计制度；

　　（八）捐赠者不以任何形式参与该法人财产的分配；

　　（九）国务院财政、税务主管部门会同国务院民政部门等登记管理部门规定的其他条件。

　　第五十三条　企业当年发生以及以前年度结转的公益性捐赠支出，不超过年度利润总额12%的部分，准予扣除。

　　年度利润总额，是指企业依照国家统一会计制度的规定计算的年度会计利润。

　　第五十四条　企业所得税法第十条第(六)项所称赞助支出，是指企业发生的与生产经营活动无关的各种非广告性质支出。
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　　第五十五条　企业所得税法第十条第(七)项所称未经核定的准备金支出，是指不符合国务院财政、税务主管部门规定的各项

资产减值准备、风险准备等准备金支出。

　　第四节　资产的税务处理

　　第五十六条　企业的各项资产，包括固定资产、生物资产、无形资产、长期待摊费用、投资资产、存货等，以历史成本为计

税基础。

　　前款所称历史成本，是指企业取得该项资产时实际发生的支出。

　　企业持有各项资产期间资产增值或者减值，除国务院财政、税务主管部门规定可以确认损益外，不得调整该资产的计税基

础。

　　第五十七条　企业所得税法第十一条所称固定资产，是指企业为生产产品、提供劳务、出租或者经营管理而持有的、使用时

间超过12个月的非货币性资产，包括房屋、建筑物、机器、机械、运输工具以及其他与生产经营活动有关的设备、器具、工具

等。

　　第五十八条　固定资产按照以下方法确定计税基础：

　　(一)外购的固定资产，以购买价款和支付的相关税费以及直接归属于使该资产达到预定用途发生的其他支出为计税基础；

　　(二)自行建造的固定资产，以竣工结算前发生的支出为计税基础；

　　(三)融资租入的固定资产，以租赁合同约定的付款总额和承租人在签订租赁合同过程中发生的相关费用为计税基础，租赁合

同未约定付款总额的，以该资产的公允价值和承租人在签订租赁合同过程中发生的相关费用为计税基础；

　　(四)盘盈的固定资产，以同类固定资产的重置完全价值为计税基础；

　　(五)通过捐赠、投资、非货币性资产交换、债务重组等方式取得的固定资产，以该资产的公允价值和支付的相关税费为计税

基础；

　　(六)改建的固定资产，除企业所得税法第十三条第(一)项和第(二)项规定的支出外，以改建过程中发生的改建支出增加计税基

础。

　　第五十九条　固定资产按照直线法计算的折旧，准予扣除。

　　企业应当自固定资产投入使用月份的次月起计算折旧；停止使用的固定资产，应当自停止使用月份的次月起停止计算折旧。

　　企业应当根据固定资产的性质和使用情况，合理确定固定资产的预计净残值。固定资产的预计净残值一经确定，不得变更。

　　第六十条　除国务院财政、税务主管部门另有规定外，固定资产计算折旧的最低年限如下：

　　(一)房屋、建筑物，为20年；

　　(二)飞机、火车、轮船、机器、机械和其他生产设备，为10年；

　　(三)与生产经营活动有关的器具、工具、家具等，为5年；

　　(四)飞机、火车、轮船以外的运输工具，为4年；

　　(五)电子设备，为3年。

　　第六十一条　从事开采石油、天然气等矿产资源的企业，在开始商业性生产前发生的费用和有关固定资产的折耗、折旧方

法，由国务院财政、税务主管部门另行规定。

　　第六十二条　生产性生物资产按照以下方法确定计税基础：

　　(一)外购的生产性生物资产，以购买价款和支付的相关税费为计税基础；

　　(二)通过捐赠、投资、非货币性资产交换、债务重组等方式取得的生产性生物资产，以该资产的公允价值和支付的相关税费

为计税基础。
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　　前款所称生产性生物资产，是指企业为生产农产品、提供劳务或者出租等而持有的生物资产，包括经济林、薪炭林、产畜和

役畜等。

　　第六十三条　生产性生物资产按照直线法计算的折旧，准予扣除。

　　企业应当自生产性生物资产投入使用月份的次月起计算折旧；停止使用的生产性生物资产，应当自停止使用月份的次月起停

止计算折旧。

　　企业应当根据生产性生物资产的性质和使用情况，合理确定生产性生物资产的预计净残值。生产性生物资产的预计净残值一

经确定，不得变更。

　　第六十四条　生产性生物资产计算折旧的最低年限如下：

　　(一)林木类生产性生物资产，为10年；

　　(二)畜类生产性生物资产，为3年。

　　第六十五条　企业所得税法第十二条所称无形资产，是指企业为生产产品、提供劳务、出租或者经营管理而持有的、没有实

物形态的非货币性长期资产，包括专利权、商标权、著作权、土地使用权、非专利技术、商誉等。

　　第六十六条　无形资产按照以下方法确定计税基础：

　　(一)外购的无形资产，以购买价款和支付的相关税费以及直接归属于使该资产达到预定用途发生的其他支出为计税基础；

　　(二)自行开发的无形资产，以开发过程中该资产符合资本化条件后至达到预定用途前发生的支出为计税基础；

　　(三)通过捐赠、投资、非货币性资产交换、债务重组等方式取得的无形资产，以该资产的公允价值和支付的相关税费为计税

基础。

　　第六十七条　无形资产按照直线法计算的摊销费用，准予扣除。

　　无形资产的摊销年限不得低于10年。

　　作为投资或者受让的无形资产，有关法律规定或者合同约定了使用年限的，可以按照规定或者约定的使用年限分期摊销。

　　外购商誉的支出，在企业整体转让或者清算时，准予扣除。

　　第六十八条　企业所得税法第十三条第(一)项和第(二)项所称固定资产的改建支出，是指改变房屋或者建筑物结构、延长使

用年限等发生的支出。

　　企业所得税法第十三条第(一)项规定的支出，按照固定资产预计尚可使用年限分期摊销；第(二)项规定的支出，按照合同约

定的剩余租赁期限分期摊销。

　　改建的固定资产延长使用年限的，除企业所得税法第十三条第(一)项和第(二)项规定外，应当适当延长折旧年限。

　　第六十九条　企业所得税法第十三条第(三)项所称固定资产的大修理支出，是指同时符合下列条件的支出：

　　(一)修理支出达到取得固定资产时的计税基础50%以上；

　　(二)修理后固定资产的使用年限延长2年以上。

　　企业所得税法第十三条第(三)项规定的支出，按照固定资产尚可使用年限分期摊销。

　　第七十条　企业所得税法第十三条第(四)项所称其他应当作为长期待摊费用的支出，自支出发生月份的次月起，分期摊销，

摊销年限不得低于3年。

　　第七十一条　企业所得税法第十四条所称投资资产，是指企业对外进行权益性投资和债权性投资形成的资产。

　　企业在转让或者处置投资资产时，投资资产的成本，准予扣除。

　　投资资产按照以下方法确定成本：

　　(一)通过支付现金方式取得的投资资产，以购买价款为成本；
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　　(二)通过支付现金以外的方式取得的投资资产，以该资产的公允价值和支付的相关税费为成本。

　　第七十二条　企业所得税法第十五条所称存货，是指企业持有以备出售的产品或者商品、处在生产过程中的在产品、在生产

或者提供劳务过程中耗用的材料和物料等。

　　存货按照以下方法确定成本：

　　(一)通过支付现金方式取得的存货，以购买价款和支付的相关税费为成本；

　　(二)通过支付现金以外的方式取得的存货，以该存货的公允价值和支付的相关税费为成本；

　　(三)生产性生物资产收获的农产品，以产出或者采收过程中发生的材料费、人工费和分摊的间接费用等必要支出为成本。

　　第七十三条　企业使用或者销售的存货的成本计算方法，可以在先进先出法、加权平均法、个别计价法中选用一种。计价方

法一经选用，不得随意变更。

　　第七十四条　企业所得税法第十六条所称资产的净值和第十九条所称财产净值，是指有关资产、财产的计税基础减除已经按

照规定扣除的折旧、折耗、摊销、准备金等后的余额。

　　第七十五条　除国务院财政、税务主管部门另有规定外，企业在重组过程中，应当在交易发生时确认有关资产的转让所得或

者损失，相关资产应当按照交易价格重新确定计税基础。

　　第三章　应纳税额

　　第七十六条　企业所得税法第二十二条规定的应纳税额的计算公式为：

　　应纳税额＝应纳税所得额×适用税率－减免税额－抵免税额

　　公式中的减免税额和抵免税额，是指依照企业所得税法和国务院的税收优惠规定减征、免征和抵免的应纳税额。

　　第七十七条　企业所得税法第二十三条所称已在境外缴纳的所得税税额，是指企业来源于中国境外的所得依照中国境外税收

法律以及相关规定应当缴纳并已经实际缴纳的企业所得税性质的税款。

　　第七十八条　企业所得税法第二十三条所称抵免限额，是指企业来源于中国境外的所得，依照企业所得税法和本条例的规定

计算的应纳税额。除国务院财政、税务主管部门另有规定外，该抵免限额应当分国(地区)不分项计算，计算公式如下：

　　抵免限额＝中国境内、境外所得依照企业所得税法和本条例的规定计算的应纳税总额×来源于某国(地区)的应纳税所得额÷中

国境内、境外应纳税所得总额

　　第七十九条　企业所得税法第二十三条所称5个年度，是指从企业取得的来源于中国境外的所得，已经在中国境外缴纳的企

业所得税性质的税额超过抵免限额的当年的次年起连续5个纳税年度。

　　第八十条　企业所得税法第二十四条所称直接控制，是指居民企业直接持有外国企业20%以上股份。

　　企业所得税法第二十四条所称间接控制，是指居民企业以间接持股方式持有外国企业20%以上股份，具体认定办法由国务院

财政、税务主管部门另行制定。

　　第八十一条　企业依照企业所得税法第二十三条、第二十四条的规定抵免企业所得税税额时，应当提供中国境外税务机关出

具的税款所属年度的有关纳税凭证。

　　第四章　税收优惠

　　第八十二条　企业所得税法第二十六条第(一)项所称国债利息收入，是指企业持有国务院财政部门发行的国债取得的利息收

入。

　　第八十三条　企业所得税法第二十六条第(二)项所称符合条件的居民企业之间的股息、红利等权益性投资收益，是指居民企

业直接投资于其他居民企业取得的投资收益。企业所得税法第二十六条第(二)项和第(三)项所称股息、红利等权益性投资收益，

不包括连续持有居民企业公开发行并上市流通的股票不足12个月取得的投资收益。
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　　第八十四条　企业所得税法第二十六条第(四)项所称符合条件的非营利组织，是指同时符合下列条件的组织：

　　(一)依法履行非营利组织登记手续；

　　(二)从事公益性或者非营利性活动；

　　(三)取得的收入除用于与该组织有关的、合理的支出外，全部用于登记核定或者章程规定的公益性或者非营利性事业；

　　(四)财产及其孳息不用于分配；

　　(五)按照登记核定或者章程规定，该组织注销后的剩余财产用于公益性或者非营利性目的，或者由登记管理机关转赠给与该

组织性质、宗旨相同的组织，并向社会公告；

　　(六)投入人对投入该组织的财产不保留或者享有任何财产权利；

　　(七)工作人员工资福利开支控制在规定的比例内，不变相分配该组织的财产。

　　前款规定的非营利组织的认定管理办法由国务院财政、税务主管部门会同国务院有关部门制定。

　　第八十五条　企业所得税法第二十六条第(四)项所称符合条件的非营利组织的收入，不包括非营利组织从事营利性活动取得

的收入，但国务院财政、税务主管部门另有规定的除外。

　　第八十六条　企业所得税法第二十七条第(一)项规定的企业从事农、林、牧、渔业项目的所得，可以免征、减征企业所得

税，是指：

　　(一)企业从事下列项目的所得，免征企业所得税：

　　1.蔬菜、谷物、薯类、油料、豆类、棉花、麻类、糖料、水果、坚果的种植；

　　2.农作物新品种的选育；

　　3.中药材的种植；

　　4.林木的培育和种植；

　　5.牲畜、家禽的饲养；

　　6.林产品的采集；

　　7.灌溉、农产品初加工、兽医、农技推广、农机作业和维修等农、林、牧、渔服务业项目；

　　8.远洋捕捞。

　　(二)企业从事下列项目的所得，减半征收企业所得税：

　　1.花卉、茶以及其他饮料作物和香料作物的种植；

　　2.海水养殖、内陆养殖。

　　企业从事国家限制和禁止发展的项目，不得享受本条规定的企业所得税优惠。

　　第八十七条　企业所得税法第二十七条第(二)项所称国家重点扶持的公共基础设施项目，是指《公共基础设施项目企业所得

税优惠目录》规定的港口码头、机场、铁路、公路、城市公共交通、电力、水利等项目。

　　企业从事前款规定的国家重点扶持的公共基础设施项目的投资经营的所得，自项目取得第一笔生产经营收入所属纳税年度

起，第一年至第三年免征企业所得税，第四年至第六年减半征收企业所得税。

　　企业承包经营、承包建设和内部自建自用本条规定的项目，不得享受本条规定的企业所得税优惠。

　　第八十八条　企业所得税法第二十七条第(三)项所称符合条件的环境保护、节能节水项目，包括公共污水处理、公共垃圾处

理、沼气综合开发利用、节能减排技术改造、海水淡化等。项目的具体条件和范围由国务院财政、税务主管部门商国务院有关部

门制定，报国务院批准后公布施行。
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　　企业从事前款规定的符合条件的环境保护、节能节水项目的所得，自项目取得第一笔生产经营收入所属纳税年度起，第一年

至第三年免征企业所得税，第四年至第六年减半征收企业所得税。

　　第八十九条　依照本条例第八十七条和第八十八条规定享受减免税优惠的项目，在减免税期限内转让的，受让方自受让之日

起，可以在剩余期限内享受规定的减免税优惠；减免税期限届满后转让的，受让方不得就该项目重复享受减免税优惠。

　　第九十条　企业所得税法第二十七条第(四)项所称符合条件的技术转让所得免征、减征企业所得税，是指一个纳税年度内，

居民企业技术转让所得不超过500万元的部分，免征企业所得税；超过500万元的部分，减半征收企业所得税。

　　第九十一条　非居民企业取得企业所得税法第二十七条第(五)项规定的所得，减按10%的税率征收企业所得税。

　　下列所得可以免征企业所得税：

　　(一)外国政府向中国政府提供贷款取得的利息所得；

　　(二)国际金融组织向中国政府和居民企业提供优惠贷款取得的利息所得；

　　(三)经国务院批准的其他所得。

　　第九十二条　企业所得税法第二十八条第一款所称符合条件的小型微利企业，是指从事国家非限制和禁止行业，并符合下列

条件的企业：

　　(一)工业企业，年度应纳税所得额不超过30万元，从业人数不超过100人，资产总额不超过3000万元；

　　(二)其他企业，年度应纳税所得额不超过30万元，从业人数不超过80人，资产总额不超过1000万元。

　　第九十三条　企业所得税法第二十八条第二款所称国家需要重点扶持的高新技术企业，是指拥有核心自主知识产权，并同时

符合下列条件的企业：

　　(一)产品(服务)属于《国家重点支持的高新技术领域》规定的范围；

　　(二)研究开发费用占销售收入的比例不低于规定比例；

　　(三)高新技术产品(服务)收入占企业总收入的比例不低于规定比例；

　　(四)科技人员占企业职工总数的比例不低于规定比例；

　　(五)高新技术企业认定管理办法规定的其他条件。

　　《国家重点支持的高新技术领域》和高新技术企业认定管理办法由国务院科技、财政、税务主管部门商国务院有关部门制

定，报国务院批准后公布施行。

　　第九十四条　企业所得税法第二十九条所称民族自治地方，是指依照《中华人民共和国民族区域自治法》的规定，实行民族

区域自治的自治区、自治州、自治县。

　　对民族自治地方内国家限制和禁止行业的企业，不得减征或者免征企业所得税。

　　第九十五条　企业所得税法第三十条第(一)项所称研究开发费用的加计扣除，是指企业为开发新技术、新产品、新工艺发生

的研究开发费用，未形成无形资产计入当期损益的，在按照规定据实扣除的基础上，按照研究开发费用的50%加计扣除；形成无

形资产的，按照无形资产成本的150%摊销。

　　第九十六条　企业所得税法第三十条第(二)项所称企业安置残疾人员所支付的工资的加计扣除，是指企业安置残疾人员的，

在按照支付给残疾职工工资据实扣除的基础上，按照支付给残疾职工工资的100%加计扣除。残疾人员的范围适用《中华人民共

和国残疾人保障法》的有关规定。

　　企业所得税法第三十条第(二)项所称企业安置国家鼓励安置的其他就业人员所支付的工资的加计扣除办法，由国务院另行规

定。
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　　第九十七条　企业所得税法第三十一条所称抵扣应纳税所得额，是指创业投资企业采取股权投资方式投资于未上市的中小高

新技术企业2年以上的，可以按照其投资额的70%在股权持有满2年的当年抵扣该创业投资企业的应纳税所得额；当年不足抵扣

的，可以在以后纳税年度结转抵扣。

　　第九十八条　企业所得税法第三十二条所称可以采取缩短折旧年限或者采取加速折旧的方法的固定资产，包括：

　　(一)由于技术进步，产品更新换代较快的固定资产；

　　(二)常年处于强震动、高腐蚀状态的固定资产。

　　采取缩短折旧年限方法的，最低折旧年限不得低于本条例第六十条规定折旧年限的60%；采取加速折旧方法的，可以采取双

倍余额递减法或者年数总和法。

　　第九十九条　企业所得税法第三十三条所称减计收入，是指企业以《资源综合利用企业所得税优惠目录》规定的资源作为主

要原材料，生产国家非限制和禁止并符合国家和行业相关标准的产品取得的收入，减按90%计入收入总额。

　　前款所称原材料占生产产品材料的比例不得低于《资源综合利用企业所得税优惠目录》规定的标准。

　　第一百条　企业所得税法第三十四条所称税额抵免，是指企业购置并实际使用《环境保护专用设备企业所得税优惠目录》、

《节能节水专用设备企业所得税优惠目录》和《安全生产专用设备企业所得税优惠目录》规定的环境保护、节能节水、安全生产

等专用设备的，该专用设备的投资额的10%可以从企业当年的应纳税额中抵免；当年不足抵免的，可以在以后5个纳税年度结转

抵免。

　　享受前款规定的企业所得税优惠的企业，应当实际购置并自身实际投入使用前款规定的专用设备；企业购置上述专用设备在

5年内转让、出租的，应当停止享受企业所得税优惠，并补缴已经抵免的企业所得税税款。

　　第一百零一条　本章第八十七条、第九十九条、第一百条规定的企业所得税优惠目录，由国务院财政、税务主管部门商国务

院有关部门制定，报国务院批准后公布施行。

　　第一百零二条　企业同时从事适用不同企业所得税待遇的项目的，其优惠项目应当单独计算所得，并合理分摊企业的期间费

用；没有单独计算的，不得享受企业所得税优惠。

　　第五章　源泉扣缴

　　第一百零三条　依照企业所得税法对非居民企业应当缴纳的企业所得税实行源泉扣缴的，应当依照企业所得税法第十九条的

规定计算应纳税所得额。

　　企业所得税法第十九条所称收入全额，是指非居民企业向支付人收取的全部价款和价外费用。

　　第一百零四条　企业所得税法第三十七条所称支付人，是指依照有关法律规定或者合同约定对非居民企业直接负有支付相关

款项义务的单位或者个人。

　　第一百零五条　企业所得税法第三十七条所称支付，包括现金支付、汇拨支付、转账支付和权益兑价支付等货币支付和非货

币支付。

　　企业所得税法第三十七条所称到期应支付的款项，是指支付人按照权责发生制原则应当计入相关成本、费用的应付款项。

　　第一百零六条　企业所得税法第三十八条规定的可以指定扣缴义务人的情形，包括：

　　(一)预计工程作业或者提供劳务期限不足一个纳税年度，且有证据表明不履行纳税义务的；

　　(二)没有办理税务登记或者临时税务登记，且未委托中国境内的代理人履行纳税义务的；

　　(三)未按照规定期限办理企业所得税纳税申报或者预缴申报的。

　　前款规定的扣缴义务人，由县级以上税务机关指定，并同时告知扣缴义务人所扣税款的计算依据、计算方法、扣缴期限和扣

缴方式。
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　　第一百零七条　企业所得税法第三十九条所称所得发生地，是指依照本条例第七条规定的原则确定的所得发生地。在中国境

内存在多处所得发生地的，由纳税人选择其中之一申报缴纳企业所得税。

　　第一百零八条　企业所得税法第三十九条所称该纳税人在中国境内其他收入，是指该纳税人在中国境内取得的其他各种来源

的收入。

　　税务机关在追缴该纳税人应纳税款时，应当将追缴理由、追缴数额、缴纳期限和缴纳方式等告知该纳税人。

　　第六章　特别纳税调整

　　第一百零九条　企业所得税法第四十一条所称关联方，是指与企业有下列关联关系之一的企业、其他组织或者个人：

　　(一)在资金、经营、购销等方面存在直接或者间接的控制关系；

　　(二)直接或者间接地同为第三者控制；

　　(三)在利益上具有相关联的其他关系。

　　第一百一十条　企业所得税法第四十一条所称独立交易原则，是指没有关联关系的交易各方，按照公平成交价格和营业常规

进行业务往来遵循的原则。

　　第一百一十一条　企业所得税法第四十一条所称合理方法，包括：

　　(一)可比非受控价格法，是指按照没有关联关系的交易各方进行相同或者类似业务往来的价格进行定价的方法；

　　(二)再销售价格法，是指按照从关联方购进商品再销售给没有关联关系的交易方的价格，减除相同或者类似业务的销售毛利

进行定价的方法；

　　(三)成本加成法，是指按照成本加合理的费用和利润进行定价的方法；

　　(四)交易净利润法，是指按照没有关联关系的交易各方进行相同或者类似业务往来取得的净利润水平确定利润的方法；

　　(五)利润分割法，是指将企业与其关联方的合并利润或者亏损在各方之间采用合理标准进行分配的方法；

　　(六)其他符合独立交易原则的方法。

　　第一百一十二条　企业可以依照企业所得税法第四十一条第二款的规定，按照独立交易原则与其关联方分摊共同发生的成

本，达成成本分摊协议。

　　企业与其关联方分摊成本时，应当按照成本与预期收益相配比的原则进行分摊，并在税务机关规定的期限内，按照税务机关

的要求报送有关资料。

　　企业与其关联方分摊成本时违反本条第一款、第二款规定的，其自行分摊的成本不得在计算应纳税所得额时扣除。

　　第一百一十三条　企业所得税法第四十二条所称预约定价安排，是指企业就其未来年度关联交易的定价原则和计算方法，向

税务机关提出申请，与税务机关按照独立交易原则协商、确认后达成的协议。

　　第一百一十四条　企业所得税法第四十三条所称相关资料，包括：

　　(一)与关联业务往来有关的价格、费用的制定标准、计算方法和说明等同期资料；

　　(二)关联业务往来所涉及的财产、财产使用权、劳务等的再销售(转让)价格或者最终销售(转让)价格的相关资料；

　　(三)与关联业务调查有关的其他企业应当提供的与被调查企业可比的产品价格、定价方式以及利润水平等资料；

　　(四)其他与关联业务往来有关的资料。

　　企业所得税法第四十三条所称与关联业务调查有关的其他企业，是指与被调查企业在生产经营内容和方式上相类似的企业。

　　企业应当在税务机关规定的期限内提供与关联业务往来有关的价格、费用的制定标准、计算方法和说明等资料。关联方以及

与关联业务调查有关的其他企业应当在税务机关与其约定的期限内提供相关资料。

　　第一百一十五条　税务机关依照企业所得税法第四十四条的规定核定企业的应纳税所得额时，可以采用下列方法：
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　　(一)参照同类或者类似企业的利润率水平核定；

　　(二)按照企业成本加合理的费用和利润的方法核定；

　　(三)按照关联企业集团整体利润的合理比例核定；

　　(四)按照其他合理方法核定。

　　企业对税务机关按照前款规定的方法核定的应纳税所得额有异议的，应当提供相关证据，经税务机关认定后，调整核定的应

纳税所得额。

　　第一百一十六条　企业所得税法第四十五条所称中国居民，是指根据《中华人民共和国个人所得税法》的规定，就其从中国

境内、境外取得的所得在中国缴纳个人所得税的个人。

　　第一百一十七条　企业所得税法第四十五条所称控制，包括：

　　(一)居民企业或者中国居民直接或者间接单一持有外国企业10%以上有表决权股份，且由其共同持有该外国企业50%以上股

份；

　　(二)居民企业，或者居民企业和中国居民持股比例没有达到第(一)项规定的标准，但在股份、资金、经营、购销等方面对该

外国企业构成实质控制。

　　第一百一十八条　企业所得税法第四十五条所称实际税负明显低于企业所得税法第四条第一款规定税率水平，是指低于企业

所得税法第四条第一款规定税率的50%。

　　第一百一十九条　企业所得税法第四十六条所称债权性投资，是指企业直接或者间接从关联方获得的，需要偿还本金和支付

利息或者需要以其他具有支付利息性质的方式予以补偿的融资。

　　企业间接从关联方获得的债权性投资，包括：

　　(一)关联方通过无关联第三方提供的债权性投资；

　　(二)无关联第三方提供的、由关联方担保且负有连带责任的债权性投资；

　　(三)其他间接从关联方获得的具有负债实质的债权性投资。

　　企业所得税法第四十六条所称权益性投资，是指企业接受的不需要偿还本金和支付利息，投资人对企业净资产拥有所有权的

投资。

　　企业所得税法第四十六条所称标准，由国务院财政、税务主管部门另行规定。

　　第一百二十条　企业所得税法第四十七条所称不具有合理商业目的，是指以减少、免除或者推迟缴纳税款为主要目的。

　　第一百二十一条　税务机关根据税收法律、行政法规的规定，对企业作出特别纳税调整的，应当对补征的税款，自税款所属

纳税年度的次年6月1日起至补缴税款之日止的期间，按日加收利息。

　　前款规定加收的利息，不得在计算应纳税所得额时扣除。

　　第一百二十二条　企业所得税法第四十八条所称利息，应当按照税款所属纳税年度中国人民银行公布的与补税期间同期的人

民币贷款基准利率加5个百分点计算。

　　企业依照企业所得税法第四十三条和本条例的规定提供有关资料的，可以只按前款规定的人民币贷款基准利率计算利息。

　　第一百二十三条　企业与其关联方之间的业务往来，不符合独立交易原则，或者企业实施其他不具有合理商业目的安排的，

税务机关有权在该业务发生的纳税年度起10年内，进行纳税调整。

　　第七章　征收管理

　　第一百二十四条　企业所得税法第五十条所称企业登记注册地，是指企业依照国家有关规定登记注册的住所地。
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　　第一百二十五条　企业汇总计算并缴纳企业所得税时，应当统一核算应纳税所得额，具体办法由国务院财政、税务主管部门

另行制定。

　　第一百二十六条　企业所得税法第五十一条所称主要机构、场所，应当同时符合下列条件：

　　(一)对其他各机构、场所的生产经营活动负有监督管理责任；

　　(二)设有完整的账簿、凭证，能够准确反映各机构、场所的收入、成本、费用和盈亏情况。

　　第一百二十七条　企业所得税分月或者分季预缴，由税务机关具体核定。

　　企业根据企业所得税法第五十四条规定分月或者分季预缴企业所得税时，应当按照月度或者季度的实际利润额预缴；按照月

度或者季度的实际利润额预缴有困难的，可以按照上一纳税年度应纳税所得额的月度或者季度平均额预缴，或者按照经税务机关

认可的其他方法预缴。预缴方法一经确定，该纳税年度内不得随意变更。

　　第一百二十八条　企业在纳税年度内无论盈利或者亏损，都应当依照企业所得税法第五十四条规定的期限，向税务机关报送

预缴企业所得税纳税申报表、年度企业所得税纳税申报表、财务会计报告和税务机关规定应当报送的其他有关资料。

　　第一百二十九条　企业所得以人民币以外的货币计算的，预缴企业所得税时，应当按照月度或者季度最后一日的人民币汇率

中间价，折合成人民币计算应纳税所得额。年度终了汇算清缴时，对已经按照月度或者季度预缴税款的，不再重新折合计算，只

就该纳税年度内未缴纳企业所得税的部分，按照纳税年度最后一日的人民币汇率中间价，折合成人民币计算应纳税所得额。

　　经税务机关检查确认，企业少计或者多计前款规定的所得的，应当按照检查确认补税或者退税时的上一个月最后一日的人民

币汇率中间价，将少计或者多计的所得折合成人民币计算应纳税所得额，再计算应补缴或者应退的税款。

　　第八章　附　　则

　　第一百三十条　企业所得税法第五十七条第一款所称本法公布前已经批准设立的企业，是指企业所得税法公布前已经完成登

记注册的企业。

　　第一百三十一条　在香港特别行政区、澳门特别行政区和台湾地区成立的企业，参照适用企业所得税法第二条第二款、第三

款的有关规定。

　　第一百三十二条　本条例自2008年1月1日起施行。1991年6月30日国务院发布的《中华人民共和国外商投资企业和外国企

业所得税法实施细则》和1994年2月4日财政部发布的《中华人民共和国企业所得税暂行条例实施细则》同时废止。
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STATE of NEW YORK  )
) ss:

COUNTY of NEW YORK )

CERTIFICATE OF ACCURACY

This is to certify that the following1, originally written in Chinese, is to the best of our
knowledge and belief, a true, accurate and complete translation into English.

Dated: January 21, 2020

__________________
Seth Wargo
Consortra Translations

Sworn to and signed before ME this
________ day of ____________,
2020.

_____________________________
Notary Public

1 Translation includes the name/date of the source and/or the relevant material from the source



Notice of the Ministry of Finance, the State Administration of Taxation, and Ministry of Science and
 Technology on Increasing the Super-Deduction Ratio for R&D Expense

September 19, 2018

1. If actual R&D expenses incurred by an enterprise during its R&D activities have not been formed

into intangible assets and included in the current profit and loss, it shall be deducted at 75% pretaxbased 

on the  actual  incurred expenses  between January  1,  2018 and December  31,  2020 in  addition  to the 

actual  deductions in  accordance with the regulations;  if  they have been formed into intangible assets, 

175%  of  the  cost  of  the  intangible  asset  in  the  aforementioned  period  shall  be  amortized  before  tax 

payment.
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财政部 税务总局 科技部关于提高研究开发费用税前加计扣除比例的通知

财税〔2018〕99号

全文有效   成文日期:2018-9-19

字体：【大】【中】【小】

各省、自治区、直辖市、计划单列市财政厅（局）、科技厅（局），国家税务总局各省、自治区、直辖市、计划单列市税务局，

新疆生产建设兵团财政局、科技局：

　　为进一步激励企业加大研发投入，支持科技创新，现就提高企业研究开发费用（以下简称研发费用）税前加计扣除比例有关

问题通知如下：

　　一、企业开展研发活动中实际发生的研发费用，未形成无形资产计入当期损益的，在按规定据实扣除的基础上，在2018年1

月1日至2020年12月31日期间，再按照实际发生额的75%在税前加计扣除；形成无形资产的，在上述期间按照无形资产成本的

175%在税前摊销。

　　二、企业享受研发费用税前加计扣除政策的其他政策口径和管理要求按照《财政部 国家税务总局 科技部关于完善研究开发

费用税前加计扣除政策的通知》（财税〔2015〕119号）、《财政部 税务总局 科技部关于企业委托境外研究开发费用税前加计

扣除有关政策问题的通知》（财税〔2018〕64号）、《国家税务总局关于企业研究开发费用税前加计扣除政策有关问题的公

告》（国家税务总局公告2015年第97号）等文件规定执行。

 

　　财政部  税务总局  科技部

　　2018年9月20日
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) ss:

COUNTY of NEW YORK )

CERTIFICATE OF ACCURACY

This is to certify that the following1, originally written in Chinese, is to the best of our
knowledge and belief, a true, accurate and complete translation into English.

Dated: January 21, 2020

__________________
Seth Wargo
Consortra Translations

Sworn to and signed before ME this
________ day of ____________,
2020.

_____________________________
Notary Public
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Stock Code: 600983   Stock Abbreviation: Whirlpool   Announcement No.: 2019-030

Whirlpool (China) Co., Ltd.
Announcement on Obtaining Government Subsidies

The Company’s Board of Directors and all the directors guarantee that there are no false records,
misleading statements, or major omissions in the contents of this announcement and assume joint and
several liability for the veracity, accuracy, and completeness of the contents of this announcement.

As of the date of this announcement, the company and its wholly owned subsidiary(ies) received a total
of RMB 31,045,705.15 yuan income-related government subsidies, accounting for 11.86% of the audited net
profit of the company’s most recent fiscal year with specific details as follows:

Seq
No.

Company
Name Item Name Amount (Yuan) Issuer

1

Whirlpool
(China) Co.,
Ltd.

National Level Integration of Informatization and
Industrialization Standard Certification Program 500,000.00 Hefei Finance Treasury Payment Center

2 R&D Instrument Subsidy Program 907,000.00 Hefei Finance Treasury Payment Center

3 Inspection Fee Subsidy Program 13,211.00 Nanjing Port Longtan Container Co., Ltd.

4
Program for lifting and shifting storage costs of
foreign trade enterprises without problems and
exempted from inspection

4,378.50 Jiangsu Zhongcheng International Logistics Co.,
Ltd.

5 Highway Toll Subsidy Program 27,490.00 Wuhu Port Affairs Co., Ltd.

8 Advanced Production Safety Unit Evaluation Program 2,000.00 Management Committee of Nangang Science
and Technology Park of Hefei High-tech Zone

9 Highway Toll Subsidy Program 12,860.00 Wuhu Port Affairs Co., Ltd.

13 Corporate Recognition Program 20,000.00 Financial Treasury Payment Center of Hefei Hi-
Tech Industrial Development Zone

14 Post-service outsourcing Subsidy Program 600,000.00 Hefei Finance Treasury Payment Center

15 High-tech Zone Economic and Trade Bureau Enterprise
Recognition Program (Top Ten by Output Value ) 100,000.00 Financial Treasury Payment Center of Hefei Hi-

Tech Industrial Development Zone

16 Innovation Policy Patent Award Redemption Program 65,000.00 Financial Treasury Payment Center of Hefei Hi-
Tech Industrial Development Zone

17 Enterprise Positions Subsidy Program 614,445.00 Hefei Finance Bureau

18 Unemployment Insurance Stability Return (First
Batch) Program 15,023,055.00 Hefei Finance Bureau

19 Provincial Foreign Economic and Trade Development
Special Program 1,846,000.00 Financial Treasury Payment Center of Hefei Hi-

Tech Industrial Development Zone

20 Provincial Manufacturing and Internet Convergence
Demonstration Enterprise Award Program 500,000.00 Hefei Finance Treasury Payment Center

21 Hefei Foreign Trade Promotion Policy Program 1,405,536.00 Financial Treasury Payment Center of Hefei Hi-
Tech Industrial Development Zone

22 Foreign Investment Special Program 775,000.00 Hefei Finance Treasury Payment Center



23 Highway Toll Subsidy Program 9,800.00 Wuhu Port Affairs Co., Ltd.

24

Subsidy Program for Advertisement of
a Strong Manufacturing Province on
CCTV “Great Anhui” by the Bureau of
Economics and Information
Technology

1,286,794.00 Hefei Finance Treasury Payment Center

25 Highway Toll Subsidy Program 70,000.00 Wuhu Port Affairs Co., Ltd.

26 Special Work Funds for Foreign
Investment 775,000.00 Hefei Finance Treasury Payment Center

27 Provincial Policy Fund, Smart Factory,
and Digital Workshop Award 1,000,000.00 Hefei Finance Treasury Payment Center

28 Service Outsourcing and Technology
Export 1,469,000.00 Hefei Finance Treasury Payment Center

29

Guangdong
Whirlpool
Electrical
Appliances Co.,
Ltd.

Position Stabilization Subsidy
for 2014-2017 1,125,743.67 Foshan Bureau of Human Resources and

Social Security

30 Additional Deductions for 2018 763,356.41 State Administration of Taxation

31 Additional Deductions for the Wages of
Disabled Persons for 2018 418,237.55 State Administration of Taxation

32 Position Stabilization Subsidy in 2018 374,790.88 Foshan Bureau of Human Resources and
Social Security

33 Employment Award for Disabled
Persons 309,947.14 Foshan Bureau of Human Resources and

Social Security

34
Promotion of the Innovative
Development Of Service Trade
(Service Outsourcing)

536,500.00 Economic Promotion Bureau, Shunde
District, Foshan City

35 Newly Added Electricity Subsidy for
2018 106,480.00 Foshan Municipal Bureau of Industry

and Information Technology

36 Gas Subsidy for 2018 98,300.00 Foshan Municipal Bureau of Industry
and Information Technology

37
Basic Electricity Subsidy Funds for
Transformer Capacity of Large
Industrial Enterprises for 2018

173,280.00 Foshan Municipal Bureau of Industry
and Information Technology

38

Hefei Whirlpool
Enterprise
Management
Services Co., Ltd.

Skills Training Subsidy Paid by
Personnel Bureau of High-tech
Zone

112,500.00 High-tech Zone Personnel Bureau

Total 31,045,705.15

Pursuant to the “Accounting Standards for Business Enterprises No. 16 - Government Subsidies,” the
company and its wholly-owned subsidiaries will include the above subsidy funds in the current profit and
loss for 2019, which will have a positive impact on the company’s 2019 profit. The specific accounting
treatment is subject to the results of the annual audit and confirmation by the accountant. Investors are
reminded to pay attention to investment risks.

The announcement is hereby issued.

Whirlpool (China) Co., Ltd.

December 24, 2019



证券代码:600983        股票简称：惠而浦         公告编号： 2019-030 

 

惠而浦（中国）股份有限公司 

关于获得政府补助的公告 

本公司董事会及全体董事保证本公告内容不存在任何虚假记载、误导性陈述或者重大

遗漏，并对其内容的真实性、准确性和完整性承担个别及连带责任。 

截至本公告日，公司及全资子公司本年度累计收到与收益相关的政府补贴人民币

31,045,705.15 元,占公司最近一个会计年度经审计净利润的 11.86%，具体明细如下： 

 

序号 公司名称 项目名称 金额（元） 发放主体 

1 

惠而浦（中国）

股份有限公司 

国家级两化融合标准认证项目 500,000.00 合肥市财政国库支付中心 

2 研发仪器补助项目 907,000.00 合肥市财政国库支付中心 

3 查验费补贴项目 13,211.00 南京港龙谭集装箱有限公司 

4 
免除查验没有问题外贸企业吊

装移位仓储费用项目 
4,378.50 江苏众诚国际物流有限公司 

5 高速公路通行费补贴项目 27,490.00 芜湖港务有限责任公司 

8 安全生产先进单位评比项目 2,000.00 
合肥高新区南岗科技园管理委

员会 

9 高速公路通行费补贴项目 12,860.00 芜湖港务有限责任公司 

13 企业表彰项目 20,000.00 
合肥高新技术产业开发区财政

国库支付中心 

14 服务外包事后奖补项目 600,000.00 合肥市财政国库支付中心 

15 
高新区经贸局企业表彰项目（产

值前十） 
100,000.00 

合肥高新技术产业开发区财政

国库支付中心 

16 创新政策兑现专利奖励项目 65,000.00 
合肥高新技术产业开发区财政

国库支付中心 

17 企业岗位补贴项目 614,445.00 合肥市财政局 

18 
失业保险稳岗返还（第一批）项

目 
15,023,055.00 合肥市财政局 

19 省级外经贸发展专项 1,846,000.00 
合肥高新技术产业开发区财政

国库支付中心 

20 
省级制造业与互联网融合示范

企业奖励项目 
500,000.00 合肥市财政国库支付中心 

21 合肥市外贸促进政策项目 1,405,536.00 
合肥高新技术产业开发区财政

国库支付中心 

22 外资专项 775,000.00 合肥市财政国库支付中心 



23 高速公路通行费补贴项目 9,800.00 芜湖港务有限责任公司 

24 
经济和信息化局制造强省“精品

安徽”央视宣传补助项目 
1,286,794.00 合肥市财政国库支付中心 

25 高速公路通行费补贴项目 70,000.00 芜湖港务有限责任公司 

26 外资专项工作资金 775,000.00 合肥市财政国库支付中心 

27 
省政策资金、智能工厂和数字化

车间奖 
1,000,000.00 合肥市财政国库支付中心 

28 服务外包及技术出口 1,469,000.00 合肥市财政国库支付中心 

29 

广东惠而浦家

电制品有限公

司 

2014-2017 年稳岗补贴 1,125,743.67 佛山市人力资源和社会保障局 

30 2018 年度加计扣除 763,356.41 国税总局 

31 2018 年度残疾人工资加计扣除 418,237.55 国税总局 

32 2018 年稳岗补贴 374,790.88 佛山市人力资源和社会保障局 

33 残疾人就业奖励 309,947.14 佛山市人力资源和社会保障局 

34 
促进服务贸易创新发展（服务外

包） 
536,500.00 佛山市顺德区经促局 

35 2018 新增用电补贴 106,480.00 佛山市工业和信息化局 

36 2018 用气补贴 98,300.00 佛山市工业和信息化局 

37 
2018 年大工业企业变压器容量

基本电费补贴资金 
173,280.00 佛山市工业和信息化局 

38 

合肥惠而浦企

业管理服务有

限公司 

高新区人事局支付的技能培训

补贴 
112,500.00 高新区人事局 

合计   31,045,705.15   

 

根据《企业会计准则第 16 号—政府补助》的相关规定，公司及全资子公司对上述补

助资金在 2019 年度计入当期损益，将对公司 2019 年度的利润产生积极影响，具体的会

计处理以会计师年度审计确认后的结果为准，请广大投资者注意投资风险。 

 

特此公告。 

 

惠而浦（中国）股份有限公司 

2019 年 12 月 24 日 
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